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Current Financial Opinion 
The Up-to-Date Thoughts of Wide-Awake Thinkers 


A Couple of Opinions 
From “Conservative” Sources 


HERE are two views from people who 

look at matters from widely sep- 
arated standpoints—the National City 
Bank of Chicago and the London Statist. 
Chicago conditions are especially inter- 
esting because of the abnormally high 
money rates that have obtained there 
this summer ; and it certainly does sound 
good to hear the venerable Statist say a 
good word for American railway secur- 
ities, which at times recently have almost 
seemed to have no friends. Possibly 
foreigners are able to se our railroad 
situation more in perspective than we 
are. 

A large amount of quiet investment buy- 
ing is going on. This buying has been of 
a character to indicate that prices have now 
declined to a level which satisfies many 
shrewd investors. This is natural in view 
of the fact that high grade bonds are ob- 
tainable today at almost the lowest prices 
that have prevailed since the panic period 
of 1907. his demand is likely to become 
very much more of a factor from now on, 
and there is reason to believe that the 
whole investment outlook will improve as 
soon as Congress takes action on the tariff bill 
and reaches some decision with reference to 
pending currency legislation—National City 
Bank of Chicago. 

During the last ten years most of the rail- 
ways of the United States have sought to 
make their financial position so strong that 


they could not be shaken under any conceiv- 
able circumstances. They have done so by 
the creation of great amounts of common 
stock, by the appropriation of a large part of 
their profits to capital purposes, and by reduc- 
ing the proportion of their interest charges to 
their net income to very low figures. The 
securities of these railways would become spe- 
cially attractive to investors in a period of 
disturbed credit.—The Statist. 


* * * 


“Will the Bargains 

Last Much Longer?” 
THs hurry-up question is propounded 

by “Jasper” in Leslie's Weekly. 

Manifestly, Jasper is assuming some- 
thing which some might not be willing 
to admit—namely, that securities are 
selling at bargain prices. 

What is a bargain price, anyway? 
Does it mean that prices will not go any 
lower, or does it mean that some time or 
other they will go higher? It makes a 
good deal of difference to the investor 
who gets the “bargains.” 

Apparently Jasper has in mind the 
first of these two definitions. This is 
what he says: 

A decided impression begins to prevail that 
we have discounted the worst. recall no 
time since the war when investments of this 
kind could be made on a more profitable basis. 
It hardly seems®as if the bargain counter for 
first-class securities would remain open much 
longer. 
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A Rise in Stocks and 
The Meaning of It. 


THE present advance, however, is 
viewed with some skepticism by on- 
lookers who have become pessimistic 
through the continued contemplation of 
falling values, and by others who cannot 
reconcile the higher prices with what 
they believe to be unfavorable “funda- 
mental conditions.” 
In regard to the first class of observ- 
ers the Odd Lot Review has this to say: 


Has the upward progress of stocks regis- 
tered since June been too steep? Will in- 
vestors be able to purchase stocks cheaper by 
waiting for a reaction than by buying now? Is 
the improvement too radical to be permanent? 

Pessimists who have been skeptical of the 

enuineness of the rise in prices have as a 
avorite argument pointed out the fact that the 
decline which came to a climax in June was 

radual and drawn out over a long period. 

hey have declared repeatedly that a perpen- 
dicular rise in the face of a protracted sag, 
for which no definite cause can be cited. 
argues a stiff drop in prices. 

It is true that the news outlook is much the 
‘ same as it was in the early part of July. 
No notable individual improvement has been 
registered. The bank situation is not greatly 
strengthened. Europe needs money. The cur- 
rency bill and the tariff are still impending. 
Yet the market keeps steadily rising and busi- 
ness optimism is asserting itself strongly in 
many lines. 


And the ideas of the second class of 
doubters are perhaps fairly summarized 
by Byron Holt in a recent review of 
market conditions : 


We think that the big bankers and market 
operators understand conditions too well to 

















PA, HE PAYS THE FREIGHT AND THE 
WAGES, TOO. 
The roads want higher rates and the unions want 


higher wages, but the people have to pay both.—Balti- 
more Sun. 


countenance attempts to make a bull market 
this year. There is very little to indicate that 
the advance of the last two weeks is much 
more than a drive at the shorts. The invest- 
ing public that bought stocks and bonds some- 
what freely in June and early in July is not 
now much in evidence. 

During the first half of this year bank loans. 
commodity prices and the consumption of pig 
iron were greater than ever before, while the 
ratio of bank reserves to deposits was lower 
than. ever before, and while the prices of good 
bonds were lower than at any time since 1896, 
except for two or three months during the 
panic of 1907. The percentage of business 
failures was also greater than at any time 
since 1900, except for brief periods at the ends 
of the years 1903 and 1907. Other danger 
signals are found in the exceedingly high rates 
for money throughout the entire civilized 
world, and the unparalleled issues of new se- 
curities during the present and recent years. 
A large part of these borrowings have gone 
into buildings, tunnels, canals, subways, etc.— 
new construction that does not yield immedi- 
ate income and that holds large supplies of 
capital in non-liquid form. 


* * * 


A Rather Teeterish Effort 
To Straddle the Fence. 


SOME writers on the market have, 

through long practice, learned the 
art of getting on both sides of the fence 
at the same time—a very valuable ac- 
complishment, because then you never 
can be proved wrong, no matter which 
way the market goes. Also, the reader 
can interpret to suit himself. If he is a 
bull, he will ignore the bearish part of 
your prophecy ; if bearish, he will forget 
about the bull side of your statement. 
In short, there are sometimes more 
things in a market comment than dreamt 
of in Horatio’s philosophy. Thus Brad- 
street's: 


The course of the stock market from last 
autumn until early summer of the present 
year has been aptly termed a “silent panic.” 
It was devoid of important failures of financial 
institutions or houses, and sensational events 
were entirely absent. Liquidation was, how- 
ever, intermittent throughout the entire period, 
and was aggravated in its effect on values by 
persistent bear selling of stocks. The feature 
of the movement was, however, the absence 
of buying power and the failure of the low 
quotations to attract purchasing by the public, 
which on former occasions of that kind had 
been invariably attracted by the ability to 
secure investments at figures below their in- 
trinsic value. The lack of confidence in the 
market’s sition and outlook, reflected by 
this unwillingness of the public to secure bar- 
gains, distinguished the market from anything 





CURRENT FINANCIAL OPINION. 


which Wall Street had witnessed in recent 
years. 

The gains in prices since early in June are 
of a_ substantial kind, but they have not 
brought quotations back to the level at which 
they stood at the beginning of the current 
year. It would seem, in fact, that the stock 
market is still in doubt as to the permanency 
of the improvement. The fact that speculation 
is still a matter of professional participation, 
the public taking no special interest in it, and 
that buying power has proceeded mainly from 
the covering of an overgrown short interest, 
would tend to keep alive a suspicion that the 
movement may prove to be a temporary one. 
Yet, with the current evidences of returning 
confidence in the European situation and a 
relaxation, even though it is slight, in the con- 
tinued firmness of money rates here and 
abroad, the developments in connection with 
prices would indicate that the tide in stock 
market affairs turned some time ago. 


* * * 


The Worried Bond Buyer 
Is Plucking Up Courage. 


HIGH grade bonds undoubtedly have 

more friends just now than stocks 
have. In fact, there has been a some- 
what astonishing unanimity on the part 
of leading banks and sound investment 
houses in recommending the public to 
buy bonds. Perhaps it is only fair to 


add that the investor who bought bonds 
when these encouraging advices first be- 
gan to put in their appearance would not 


have a loss in his holdings. But of 
course the adviser usually makes no pre- 
tense of trying to “pick the bottom.” He 
merely asserts that bonds are cheap. 


It is apparent that the investing public is 
gradually regaining its courage. his is im- 
portant and means a good dea! for the long 
future. Barring. unforeseen mishaps, there is 
reason to expect that before long there will 
be a better market for bonds and long term 
securities. There is no doubt that the highest 
grade bonds are being gradually absorbed by 
the investing public. The tone to the securities 
markets is better; and during the last fort- 
night there has been some inquiry from sav- 
ings banks and institutions that have kept out 
of the market for months past. It is significant 
also that some of the short term note issues 
put out a few weeks ago are selling today 
above the issue price. There is no heavy 
load of unsold securities in the hands of 
syndicates today such as there was in 1903. 
What is equally important, nearly all the new 
bond issues announced during the last six 
months have been relatively high grade and 
of the sort which investors. will gradually 
absorb.—Fourth National Bank of New York. 

Municipal bonds of the larger cities in this 
country are now selling at prices which have 
not prevailed before for more than twenty 
years. Barring a little activity in specialties 














THE EXPRESS COMPANIES. IN TROUBLE. 

Postmaster General Burleson has widened the 
scope of the parcels post and the Interstate Commerce 
Commission has solneed express rates.—From the 
Columbus Dispatch. 


such as this, intense dulness still prevails in 
the bond market generally, but there seems 
to be some turn by investors from the short 
term high rate securities, which have been so 
popular in the last few months, to the long 
time bonds. In fact, certain projected issues 
have been changed from the short time to long 
term basis to meet this demand. Many long 
term bonds are selling 20 points below average 
figures.—First National Bank of Boston. 
While opinion is pretty evenly divided as to 
the course of the stock markets in the im- 
mediate future, the consensus of opinion is 
that the advance in bonds will hold because 
it is predicated on a sound investment posi- 
tion—Spencer, Trask & Co., New York. 
ok * * 
Money Is the Key to the 
Present Situation. 


[NVESTMENT markets are of course 
more dependent on the money rate 
than on any other one thing, so the pros- 
pectS of money for the coming fall have 
come in for a good deal of comment, 
wise and otherwise. 

In this matter the West and South are 
the storm center, and congressmen and 
senators from those regions have been 
free in their strictures on New York 
bankers for “conspiring” to withhold 
loans and generally misbehaving—their 
idea being, apparently, that a bank 
should be required to lend money to all 
applicants whether it wants to or not. 

Chicago and St. Louis bankers have 
been talking in an optimistic strain: 

I believe money is as high now as it will be 
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in November. There are several reasons why 
a great many borrowers, having become ap- 
prehensive, have really borrowed more than 
needed, and have made arrangements at this 
time for autumn requirements. They will not 
be in the market when crop-moving demands 
arise. Again, banks are not lending to bor- 
rowers with new enterprises to promote, or 
to borrowers who wish to expand facilities. 
Accommodations usually extended to these 
classes of borrowers will be available for other 
lines. of business.—John J. Mitchell, Illinois 
Trust & Savings Bank, Chicago. 

While firm money is likely to continue 
through 1913 I believe we have passed the 
peak. The foreign outlook is better and the 
volume of borrowing in this country has de- 
clined. The range of 6 to 7 per cent. for 
money in Chicago has had its effect. Further- 
more, there had been a good deal of borrowing 
in excess of the current needs as a precaution 
against a possible squeeze. Large corporations 
now carry unusually heavy loans at the banks, 
which have been no more in evidence as buy- 
ers of commercial paper than the manufac- 
turers and merchants were as sellers. It was 
a case of precaution on both sides. It is sur- 
rising under the circumstances that business 
as continued so active. We hear a good deal 
about curtailment and recession, but our cus- 
tomers with few exceptions report more 
business than last year, their banner yea:.— 
Vice-President Fenton, National Bank of the 
Republic, Chicago. 


Throughout this section money is in active 


demand. Merchants are borrowing heavily, 
and while applications are scaled down to 
cover only actual requirements, the aggregate 
inquiry is sufficient to employ most of the 
money that the banks of this section have to 
lend. The banks of the Southwest are well 
prepared for the drain, and while the require- 
ments of the crop-moving period will be large, 
there is reason to believe that the withdrawals 
of currency for the agricultural districts will 
not be unduly burdensome. Because of the 
large business being done in most industries 
there is a reason to expect fairly firm money 
rates during the balance of the year.—Me- 
chanics-American National Bank, St. Louis. 
* * * 


Is There Still a Possibility 
Of an Acute Stringency? 


S usual, however, the doctors dis- 

agree to some extent, and there is 
a considerable body of opinion, in the 
aggregate, which fears stringency or at 
the least an exceedingly firm money mar- 
ket throughout the remainder of the 
year. The American National Bank of 
San Francisco sizes up the situation as 
follows: 

Money is still in great demand, and bor- 
rowers are bidding exceptional rates for funds. 
Commercial paper brokers are offering notes 
of some of the oldest and solidest business 
houses in the country at 6 to 6% per cent., 
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THE BANKER HAS A BAD DREAM. 
—From the Brooklyn Eagle. 
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and even these figures are not sufficiently 
tempting to call out much money from the 
banks. As a matter of fact, the banks have 
as many loans as they can carry without dis- 
comfort, and prefer to keep their reserves in 
good shape rather than seek additional profits 
by unwarranted expansion. The compilation 
of bank statements issued by the State bank- 
ing department shows that the 548 banks in 
California operating under State laws _in- 
creased their loans about 41 million dollars 
between June 14, 1912, and June 4, 1913, while 
deposits increased only 34 millions, and there 
was a decrease of nearly 6 millions in cash 
resources. 
* * * 


“A Mythical Money 
Crisis” Exploded. 


ENATOR TILLMAN, in discussing 

McAdoo’s recent action in depositing 
Government money in Southern and 
Western banks, delivered himself of the 
following: “Right now there is an emer- 
gency, and unless Congress acts within 
the next sixty days the Southern cotton 
planters will be robbed of $100,000,000 
or more by the fall in the prices of their 
principal crop, due to the inability of 
Southern banks to get money from New 
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York at any price or on any collateral. 
The New Yorkers have our people by 
the throat.” 

Secretary McAdoo himself stated that 
“In many quarters there is a disposition 
on the part of the banks to restrict legit- 
imate credits.” 

The New York Times Annalist started 
out to discover the truth or falsity of 
these imputations by wiring prominent 
bankers throughout the South and West, 
and printed an interesting symposium of 
the replies received. Incidentally, these 
replies throw a good deal of light on the 
condition of the money market. The 
following are selected to cover all sec- 
tions: 


Banks here are borrowing money as usual 
at this season. Have had no trouble in obtain- 
ing money from New York banks, hence no 
money crisis in this section. We heartily in- 
dorse Secretary McAdoo’s offer of assistance, 
which may be needed to some extent before 
the crops are marketed.—Atlanta National 
Bank. 


There is an urgent demand for and scarcity 
of money in this section. The banks are meet- 
ing this demand to the best of their ability, 
and there has been no disposition to withhold 
credit to regular customers whose business 
and responsibility warrant it. Speaking for 
this bank, our Restore correspondents have 
willingly and liberally extended us accom- 
modations. We believe special assistance to 
Southern banks for crop-moving purposes is 
necessary, and we heartily indorse Secretary 
McAdoo’s position—American Exchange Na- 
tional Bank, Greensboro, N. C. 

No money crisis in Memphis territory. 
Credits restricted because supply of money is 
meager compared with expanded trade condi- 
tions. Eastern banks have liberally responded 
to all legitimate or proper requests. Banks 
borrowing in large volume and earlier than 
last year. Large sums are required to move 
large crops at high prices, but deserving banks 
are assured of such aid as conditions justify. 
The public dickering is creating hurtful dis- 
trust—Bank of Commerce and Trust Com- 
pany, Memphis. 

Movement of crops requires vast sums of 
money for payrolls to cotton pickers, cane 
cutters and rice and corn harvesters, which is 
always slow to return. For this purpose there 
is danger. of inadequate supply. Money cen- 
ters, as far as we know, are accommodating 
their regular customers as usual, but many 
strong and solvent firms, the requirements of 
which are more than their bank balances 
justify and who therefore sold their paper 
through note brokers in New York and Chi- 
cago, find this avenue closed because banks 
everywhere are endeavoring to strengthen 
themselves_for their heavy _needs_this_ fall. 
This is causing such firms to depend upon 
their local banks for greater accommodation 
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than usual, which demand local banks here are 
meeting to the best of their ability—Wahitney 
Central National Bank, New Orleans. 

No evidence in this section of ‘money crisis. 
Restricted market for commercial paper is 
causing some concern to jobbing interests, but 
local banks are responding to all legitimate 
demands upon the part of their customers. 
Eastern banks manifest a disposition to assist 
in movement of cotton crop.—The City Na- 
tional Bank, Dallas. 


No money crisis in the South. Banks are 
loaning freely to regular customers. Eastern 
banks are caring for our demands as usual. 
We need no special assistance to move crops. 
Money situation normal for this season of 
year. No reason for Senator Tillman’s state- 
ments.—Farmers’ National Bank, Oklahoma 
City. 

A probable difficulty this year may lie in 
tying up more money through farmers and 
elevators holding short crops for advanced 
prices. Such help as New York has ever 
rendered in crop-moving seasons has largely 
been by returning to the country its own de- 
posits. However, as the average value of the 
four chief crops alone (corn, cotton, wheat 
and oats) approaches three billions of dollars, 
the twenty-five or fifty millions suggested by 
the Secretary would not go very far. The 
Secretary some time since properly called 
attention to the Aldrich-Vreeland provisions 
being available for temporary and prompt 
aid if required.—L. M. Tobin, Champaign, il. 

Iowa will not need unusual and probably 
no assistance in making crops. We know 
nothing about banks withholding credit, and 
don’t believe there is any just foundation for 
such a statement—Citisens’ National. Bank, 
Des Moines, Iowa. 

We see no reason why we should require 
more than the usual assistance in moving 
the crops, which are about normal. There is 
absolutely not the slightest evidence of banks 











THE DANGER. 
—From Philadelphia Press. 
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withholding credit from business houses who 
are entitled to it, nor have we had the slight- 
est intimation that the East does not intend 
to grant the same liberal credit as usual.— 
Northwestern National Bank, Minneapolis. 

Money is very easy with us, and we are 
buying commercial paper at this time and will 
need no assistance during crop-movement 
time. We have no reason to believe that East- 
ern banks are refusing credit where it is re- 
quired for legitimate purposes. Crop and 
money situation very satisfactory in this 
locality.—First National Bank, Fargo, N. D. 

Only the ordinary and usual funds required 
in the West for crop moving this year. Local 
bankers seem able and willing to grant the 
necessary credits—Omaha National Bank. 

No more assistance than usual will be 
needed to move this year’s crops in the Middle 
West. We are supplying funds as in former 
years for this purpose. We have received 
no notice from the East that we could not 
get assistance if needed—Southwest National 
Bank of Commerce, Kansas City. 

We are granting all requests for credit 
from country institutions for crop-moving 
purposes, and are also granting credits for 
all legitimate business. We are discouraging 
speculation of all kinds—The Bank of Cali- 
fornia, San Francisco. 


* * * 


London Bankers Take 
A Cheerful View. 


Ovr money and investment conditions 

this year have been influenced 
much more than usual by the situation 
abroad, and apparently will continue to 
be so influenced. The extensive hoard- 
ing of money in Europe has not only 
prevented us from drawing funds from 
abroad, but has even resulted in heavy 
gold exports from this side. The fol- 
lowing expressions from London bank- 
ers are therefore of special interest: 


There seems to be no reason whatever for 
taking an alarmist view of the monetary situ- 
ation; if only we hold our hand for a little 
while, and do not lend too freely to foreign 
nations, the economic position of the country 
is so strong that gold will flew in naturally, 
and we shall well be able to deal with the 
usual autumnal demands as they arise. A cer- 
tain amount of self-restraint, however, is nec- 
essary in the matter of new issues of capital, 
and the general development which has been 
so rapid during the past few years may pos- 
sibly be somewhat retarded; but with the 
exercise of a fair amount of caution it is 
probable that we need not apprehend any 
excessively high rates for money during the 
autumn, so that the large and prosperous 
trade of the country may progress~ without 
disturbance or hindrance. While rates can 
hardly be expected to be much lower during 
the autunin than they are now (although, 
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possibly, a period of comparative cheapness 
may intervene), I think we may fook forward 
to the coming six months with every con- 
fidence.—Sir Felix Schuster. 

London is now getting what we have been 
needing—that is money. Our market is 
slowly easing and once we are over the fall 
strain I do not believe we will have further 
difficulty. With easing money and the pres- 
ent situation permitted to right itself without 
any speculation to disturb progress, we should 
steadily see a better sentiment forming. | 
believe sentiment is gradually growing better 
in New York. London is watching affairs in 
Mexico closely, as such large amounts of 
English capital are invested in that country.— 
E. Mackie Edgar, of Sperling & Co., London. 


* * * 


Perhaps Business Ought to 
Feel Depressed, But It 
Doesn’t Appear to. 


Hic money rates and a general de- 

cline in the stock market are gen- 
erally supposed to bring business depres- 
sion in their train as a logical necessity. 
But so far it must be said that business 
doesn’t seem to recognize this kind of 
logic. Commercial activity has contin- 


ued on a liberal scale, in spite of a com- 


mercial paper rate from six to seven per 
cent. 

Among the many views expressed by 
leading authorities these here given 
fairly cover the variety of opinions and 
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DOES IT RING TRUE? 
—From San Francisco Cail. 
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of different 
business : 


I can see that we have turned the corner. 
Fundamental conditions afe far too sound 
for any worry about the immediate future, far 
less the chances of a panic—Henry Seligman. 

The worst is over, and the tariff has been 
sufficiently discounted to negative any gen- 
eral upset. What we most need is a cessation 
of continual attacks on great corporations. 
We need a general restoration of confidence, 
with a consequent expansion of credit. The 
country is fundamentally sound, crops are 
excellent, and the once prevalent nervousness 
is dispelled. We are facing a fresh era of 
prosperity —Geo. J. Gould. 


As judged by the shipments of merchandise 
for fall and immediate use, the dry goods 
business of the week compares favorably with 
that of the same period a year ago. Buyers 
in the market from certain sections where 
hot weather is thought to have hurt corn are 
optimistic over the crop situation as a whole, 
as earlier crops already harvested offset some- 
what present unfavorable prospects for later 
crops in their localities. Collections remain 
normal.—Marshall Field & Co. 


Our bankers have borrowed practically no 
money abroad in the current year, and to this 
extent the United States is in an_ exceedingly 
strong position. We have been remarkably 
free, during the last few years, of any im- 
portant movement either in stocks or in com- 
modities. Herein lies the strength in the 
——_ situation in respect to bank credits. 

omparatively little of the available lending 
power of the banks has been absorbed in 
speculative operations, hence the major por- 
tion of the lending power has been available 
and has been freely granted not only to in- 
terior banks but to merchants, manufacturers 
and to dealers in all lines of trade. This is 
an important circumstance and is one in which 
legitimate borrowers may take comfort. In 
addition to this, business is not inflated by 
any unusual influx of foreign money, nor has 
it been stimulated by any unwarranted op- 
timistic view of the future—Continental & 
Commercial Bank, Chicago. 


Too much stress, in my opinion, is being 
placed on the current amount of steel orders 
and too little attention being given to the 
large tonnage of steel being consumed. So 
long as prodtiction and shipments are at a 
maximum, with deliveries of so urgent a 
character, there is no reason for concern. A 
strong point “in the situation is that stocks 
are light and consumption large, and should 
a fall buying movement of anywhere near 
normal proportions be inaugurated, consum- 
ers, on accoumt of their depleted stocks, are 
likely. to -be short of necessary supplies.— 
John A. Topping, Chairman of the Republic 
Iron and Steel Company. 


The t reactionary tendency of busi- 
ness in the United States is somewhat similar 
to the reaction of 1910, which brought relief 
to the money market by August of that year. 


localities and lines of 


In 1913, however, the foreign financial situ. 





“Life in Wall Street is one darned vacation after 
another.”—N. Y. Times. 


ation is so much more extended that a decline 
in money rates will not follow liquidation of 
business as in 1910, and the outlook is for 
stiff money rates the remainder of the year. 
There is a good volume of business moving, 
but the present business reaction and general 
decline in commodity prices will probably con- 
tinue until the crops are made, after which 
some improvement should materialize. In the 
meantime mercantile concerns should carry 
small stocks in order that their post-tariff 
inventories will reveal minimum losses.— 
Jas. H. Brookmire, St. Louis. 

The fact is, whatever relaxation of the 
credit tension is now apparent is due rather 
to heroic measures on the part of the great 
banking houses to stem the tide of new issues 
than to natural readjustment to new lines of 
politication and new bases of value. All this 
requires a process of thorough liquidation 
not only of the’ security market, but of the 
commodity and labor markets as well. Until 
that process has been completed—and few 
there are who will maintain that that stage of 
the general readjustment has been reached— 
it would be idle to expect any permanent and 
durable relief for the capital market. It would 
not seem, therefore, that seekers after new 
capital have much ground to sustain the hope 
of easy accommodation within the next eight 
months or year.—Financial Age, New York. 

+ 7 * 
“I’m Sorry if I’ve Kept You 
Waiting—Won’t You Sit 
Down?” 
HEN Howard Elliott, the new pres- 
ident of the New York, New 
Haven & Hartford R. R., recently met 
a reporter with the above greeting, it 
meant that the attitude of that corpora- 
tion toward the public had undergone a 
radical change. The time had passed 
when the newspapers were to be looked 
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upon as mere troublesome nuisances and 
the public as fussy and unreasonable. 

“I’m going to give the people the very 
best service I can,” he went on. “I re- 
alize that an enormous amount of pre- 
judice has been built up against the New 
Haven road, and I don’t know if I can 
overcome it. All I can say is I’m going 
to try.” 

It is easy to predict that the people of 
New England will meet Mr. Elliott half- 
way so long as he manifests this spirit 
toward them. To another reporter he 
said: 

When you have ninety millions of people 
who naturally want the best transportation at 
the lowest cost, nearly two millions of em- 
ployees who .want increased comforts and 
higher wages, and, say, two and a half millions 
of creditors and owners who,want interest 
and dividends, there must be some give and 
take. Nobody can have all he wants. You 
cannot have better transportation at lower 
rates, higher wages and higher taxes, and 
procure at the same time the huge quantities 
of additional capital necessary to provide in- 
creased facilities. There are but two ways 
to get money for improvements. One way is 
to earn it, and the other is ‘to borrow it, 
and unless a railroad earns money it cannot 
borrow. P 

* 


Good-bye and Good 
Luck, Mr. Mellen. 


[X the meantime, ex-President Mellen 

is devoting himself strictly to his per- 
sonal affairs, in the confidence that ev- 
erything he has done will eventually be 
proved to have been based on sound 
ideas. He considers himself merely the 
victim of a public dissatisfaction for 
which he is personally very little to 
blame. The Journal of Commerce fairly 
reviews his career: 

It is not necessary to attribute the down- 
fall of Charles S. Mellen as the head of the 
transportation system of New England to 
anything worse than a not unworthy ambition 
and mistaken methods of promoting it. He 
was brought from the Northwest ten years 
ago, where he had vigorously served the 
“Morgan interests” against the “Hill inter- 
ests,” apparently for the very purpose of 
gathering the transportation lines of the 
Northeast into one great system, connecting 
the New England States with the rest of the 
country and with Canada, and directing the 
commerce of the continent to the ocean out- 
lets of the same section. .The late J. P. Mor- 
gan is credited. with bringing him to that task 
at about the time that the greatest of indus- 
trial combinations and the greatest of foreign 
ishipping “combines” were formed. The aim 
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at that time seems to have been to establish 
a substantial monopoly of the impertant trans- 
portation lines which spread through New 
England and connect the systems of the eon- 
tinent with its territory and its seaports. 

Then came a climax and a turn in events 
which set the tide heavily against the struggle 
for dominating New England transportation 
and all that ministers to it and depends upon 
it. The rest is the story of the last few 
months, which has been so exciting and has 
become so familiar to the readers of news- 
papers. What all this has cost has been re- 
vealed, and how it has failed to accomplish its 
purpose, especially its purpose of winning 
public favor and support by the benefits to 
spring from a triumphant success. 

















EVENTUALLY—WHY NOT NOW? 
—From the Louisville Times. 


More About the Awful 
Crisis of 1913. 


(CHARLES C. JACKSON, of Boston, 

has issued a pamphlet, accompanied 

by several graphics, in which he endeav- 

ors to show that 1913 is a “panic year.” 

With his statement of fundamental prin- 
ciples few will disagree: 

I suppose that the two principal causes of 


an ordinary culmination of prosperity and 


reversion. to adversity are: 

First, a widespread optimism which is gen- 
erated by good business, long continued. This 
optimism leads everybody to consume food, 
fuel, clothing and materials for shelter more 
freely, and to be more careless as to what 
he pays for his living; and also leads very 
many. people foolishly to extend’ their busi- 
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ness undertakings, and foolishly to increase 
their debts. 

Second, a widespread and passionate desire 
to construct permanent property. This desire 
is felt and yielded to by the managers of 
great undertakings, like Harriman, Hill and 
Mellen; and their efforts are seconded by 
dealers in securities and by lenders on them, 
who get -profits in raising new capital, and 
by manufacturers of steel, cement, lumber 
and other like building materials. 

These two things are the chief causes of 
expansion of all kinds, and of extravagance 
and recklessness, and of exhaustion of our 
purchasing power, and of the high prices of 
commodities. Subsequent to these latter come 
timidity, and restriction of consumption of 
commodities; and business failures, and ex- 
cessive suspicion and weakening of credit; 
and perhaps panic, and long continued busi- 
néss depression and paralysis. 

Of course, the construction of streets and 
buildings by public authorities, and the waste 
by incidents like the Balkan war, and the 
unsettlement due to radical changes in im- 
port duties, are at times contributive causes; 
but théy are of far less importance than op- 
timism and love of construction. 

* oo * 


And He Proves 
It by a Graphic. 


THATS the way everything is proved 

nowadays. His graphic shows that 
seven important incidents have occurred 
simultaneously—and substantially the 
same incidents that have preceded other 
crises : 


These simultaneous occurrences were a 
great increase in the consumption of iron;.a 
great increase in the prices of consumable 
commodities; a great increase in bank loans, 
and in the rates of return on the best bonds 
at their market prices; very high rates of 
discount for commercial paper; a great de- 
cline in the reserves of all the national banks 
of the country; and a striking decline in the 
stock market. Here were seven striking in- 
cidents. One would not expect these inci- 
dents to be absolutely simultaneous at four 
peculiar periods, and very nearly simultaneous 
at. three other similar periods, unless. some 
one strong, underlying cause has existed at 
each: of these periods. 

The striking fact is shown that prices of 
commodities rose last autumn, while bank 
reserves and stock prices were declining, 
while bank loans .were rising, and the: returns 
to be got from the best bonds at their market 
prices and the rates of discount for com- 
mercial paper were rising. One would, of 
course; expect prices of merchandise. to de- 
cline at.such a time, because of the lessening 
of buying power -and -the increased scarcity 
of money. But prices of. merchandise -went 
up at»this time, and therefore it. is clear that 
. there must have .been: a still: greater scarcity 
of consumable commodities than there was of 
money. If now we look at the line showing 
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the changes in consumption of iron—which, 
of course, are caused mainly by the changes 
in the amount of construction of permanent 
property—and if we remember that the in- 
crease in construction causes a corresponding 
increase in the diversion of laborers from the 
production of consumable commodities to the 
production of permanent property, the cause 
of the scarcity of consumable commodities 
becomes perfectly obvious. 

All of which will be very interesting 
and very scientific—if we have the crisis. 


* * * 


But It Seems to Be Equally 
Easy to See the Whole 
Subject Very Differently. 


T HERE are two sides to every ques- 

tion, they say, and that is especially 
applicable to the movement of prices, 
which in themselves always represent a 
sort of compromise between two opin- 
ions—between the optimists and the pes- 
simists. Some observers who should be 
competent are just as sure that we are 
at the beginning of an era of prosperity 
as Mr. Jackson is that we are on the 
brink of a crisis. The Jron Age brings 
out this point of view: 

Those who delight in cycles and are dis- 
appointed that recent swings baffle an effort 
to depict a twenty-year cycle should observe 
that, starting with 1893 and 1907, respectively, 
some common points can be found. The “soda 
for many years in all iron and steel com- 
water rise” of 1895 corresponds quite nicely 
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WATER ON A DUCK’S BACK. 
Secretary Bryan doesn’t mind the rain of criticism. 
—From the Chicago Inter-Ocean. 
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with that of 1909; in fact, the parallelism 
was much commented on at the time. In the 
summer of 1897, just four years after the 

ic of June, 1893, we had the lowest prices 
in all history for pig iron and finished prod- 
ucts; four years after the panic of October, 
1907, we had, late in 1911, the lowest prices 
modities. The great improvement of 1912 
falis just a little early to fit with the boom of 
1899; but, perhaps, we ought to be able to do 
things a trifle faster in these modern times. 
The quietness of the present may prove to 
be not unlike that of 1900. The substitute we 
here suggest may not wear better than did 
the twenty-year cycle, but it certainly looks 
better at the moment. 

* * * 


Will All the Corn Be Popped 
On the Ear This Summer? 


A\PROSPECT of a corn crop nearly 

500,000,000 bushels less than last 
year is apparently shown by the Govern- 
ments’s August report, in view of the 
fact that the report represented condi- 
tions of August 1, since which date much 
further damage has occurred. Kansas 


temperatures went above 100 degrees 
every day during the first ten days of 


the month. However, the Government 
gave the Kansas condition’ at only 30 
per cent. of normal August 1, so per- 
haps there wasn’t much corn left there 
to be killed. 


A NEED OF THE ADMINISTRATION. 
—From the Boston Herald. 
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On the other hand, the wheat crop 
promises to be a “bumper”—equal to the 
largest ever raised. But oats will fall 
about 400,000,000 bushels behind last 
year, and oats, potatoes and hay will all 
be considerably less. However, a prom- 
inent banking house gives us this en- 
couragement: 


Reports of damage to the corn crop are 
discouraging, yet we question whether, as a 
market influence, crop talk is not over- 
done. Last year the crop yield was very 
much the largest in the history of the coun- 
try. Immediately after it was secured stocks 
tumbled 20 points. If there were danger of 
an actual failure, it would be a different 
thing, but a very large wheat and cotton crop 
is assured, and while corn may not come up 
to early expectations, there is a heavy carry 
over from last year of all grains and prac- 
tically no danger of actual shortage. 


*x * * 


The New Currency Bill 
Keeps Them All Guessing. 


HE prospects for passing the new 
currency bill, the character of the 
bill if it is passed,. and its probable ef- 
fects in actual operation, are all ques- 
tions that are still very much up in the 
air. The effect on the security markets 
will depend chiefly on whether the new 
system permits an increase of loans or 
compels a decrease. On this point even 
experts and bankers differ widely. A 
prominent Washington correspondent 
who has devoted special attention to the 
subject says: 


In a former letter it was computed that 
the cash reserve requirements of the proposed 
bill were probably $400,000,000 less than those 
of the present system of banking. If that 
were true and if the Government contributed 
an additional $200.000,000, there would be a 
total. of $600,000,000 available for banking that 
is practically not within reach today. 

It is noted, however, that under the pro- 
posed plan the suggested increase in loanable 
funds. at banks could not easily be directed to 
the sustaining of stock loans. True banks 
could themselves make such loans, getting the 
funds to do so by rediscounting their com- 
mercial paper at the reserve banks, but there 
is no reason to suppose that they would be 
suffered to get the rediscounts if it became 
evident that such use was being made of 
the proceeds. On the other hand, the reserve 
banks could not lend directly on stock ex- 
change collateral and the transfer of the re- 
serves of individual banks to them would cut 
off much money that now goes to stock. ex- 
change foams. 
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On the other hand the Cititzens’ 
League of Minnesota, an organization of 
business men for scientific reform of the 
banking and.currency system, in a pam- 
phlet entitled “A Critical Analysis of the 
Currency Bill” presents a long and care- 
ful examination of the exact workings 
of the proposed bill, and arrives at the 
following conclusion regarding loans: 

The present system of depositing reserves 
with reserve agents is destroyed by the 
arbitrary transfer of such funds to the new 
Federal reserve banks. Such a transfer will 
ean reduce the loaning power of the 
banks. The contraction of credit will be pro- 
portionate to the amounts withdrawn and 
placed in reserve banks. The total of these 
amounts is $552,493,927. 

* * * 


McAdoo Not a Success 
In Discovering Conspiracies. 


OUBTLESS no well-informed per- 
son took any stock in Secretary 
McAdoo’s darksome discovery of—to 
use his own words—“what appears to be 
a campaign waged with every indication 
of concerted action on the part of a num- 
ber of New York City banks to cause 
apprehension and uneasiness about these 
bonds, in order to help them in their ef- 
forts to defeat the currency bill.” 

That the banks would conspire to de- 
press the prices of bonds which are al- 
most entirely owned by themselves is ab- 
surd on the face of it, and a little investi- 
gation showed that the big New York 
banks had been buyers instead of sellers. 
The Times reminds us that “Mr. Mc- 
Adoo’s utterance gives the country a 
foretaste of the consequences of putting 
banking into politics.” And the Scran- 
ton Tribune-Republican makes these per- 
tinent remarks about conspiracies : 

Mr. McAdoo says. that the depreciation of 
Government 2% bonds is caused by a con- 
spiracy of the New York banks. We would 
suggest very respectfully that the conspiracy 
idea is being overworked today and deserves 
a rest. President Wilson believes there is a 
conspiracy to force his hand on behalf of 
American capital in Mexico. Mr. Bryan be- 
lieves there is a newspaper conspiracy to get 
his elbows squared on a flat top desk. Mr. 
Daniels believes there is a conspiracy to de- 
grade the flag. Mr. McReynolds believes there 
isa conspiracy to: prosectite white slavers in 
California. Marshall. believes there is a 
conspiracy on "the part of some people to 
become: urinecessarily rich. In the midst of 
these innumerable conspiracies, m which the 
whole country seems to be carrying a dark 


“YOU'RE A CONSPIRATOR.” 
—From the Evening Sun. 


lantern, wearing a black mask and carrying 
a loaded club in its trouser leg, our Govern- 
ment is attempting to carry out its voluminous 
and cryptic campaign pledges with the splen- 
did courage of a man who talks to himself 
in the dark to keep his courage up: It is 
rather unfortunate that several million people 
happen to overhear this soliloquy. 


* * * 


Charles W. Morse 
Once More on Deck. 


F ever.there was a -man who seemed to 
be down and out for good, that man 
was C. W. Morse; but he couldn’t see it 
that way. After a year or more spent in 
regaining his health, he is back in Wall 
Street. again. Says Business America: 


Morse has regained control of the Hudson 
Navigation Company, which operates all the 
big night lines of passenger steamers on the 
Hudson river. He has always, even at the 
lowest depths of misfortune, had the com- 
plete confidence of many friends and relatives, 
some of whom have money. After he lost the 
Hudson Navigation Company his relatives 
held onto a big block of stock and they have 
now helped him to regain the big block which 
he personally had before the panic. Once 
upon a time he controlled not alone this com- 
pany but the Ward, Mallory, Porto Rico. 
Cuba, Metropolitan and Eastern steamship 
companies, of which taken together consti- 
tuted by far the largest single factor in coast- 
wise steamship trade.. He also owned six or 
seven New York banks and the “Ice Trust.” 











Will Emergency Currency be Issued this Fall? 


If So, How Will it Work and What Will be the Effect? 
By WILLIAM T. CONNORS 








nouncement early in the summer 

that he was prepared to issue 
emergency currency to the amount of 
$500,000,000 if needed, and his further 
reference to the subject in a recent inter- 
view, showed plainly enough that he con- 
sidered the need for it to be easily within 
the bounds of possibility. 

A number of well-known bankers have 
also expressed the opinion that money 
rates would be likely to continue very 
firm throughout the crop-moving period, 
though acute stringency would probably 
be avoided. 

Under these conditions it becomes im- 
portant to know how high money rates 
would have to go in order to bring the 


GS souncemen McADOOSS an- 


emergency currency into use, and what 
the results would be if it were used. 


ATTITUDE OF BANKERS, 


The banks in general have shown re- 
luctance to resort to the use of this cur- 
rency. They were very slow to form the 
local associations contemplated by the act 
authorizing it. In fact, with one or two 
exceptions, they did not do so until spe- 
cially requested by the former Secretary 
of the Treasury. And after the associa- 
tions were formed, bankers were in- 
clined to look askance at this currency 
and to discourage discussion of its pos- 
sible use. 

Leading banks have shared the views 
of the London Economist, which calls 
the act a “clumsy, extravagant device 
giving right of note issue that can only 
be exercised under numerous conditions, 
involving constant appeal to government 
officials and perpetual drain on profits by 
way of interest ranging up to 10 per 
cent.” 

It may at once be granted that the act 
is clumsily and circuitously worded, and 
that conditions of issuing the currency 
are complicated. Nevertheless, the plan 
is workable and the meaning of the act 
can be discovered by patient. study. 


A few authorities consider the method 
a good one, needing only moderate re- 
vision and simplification. The emergency 
currency, says a big private banking 
house, could be used to move our crops 
in the fall “with the greatest ease. If 
the emergency currency were not brand- 
ed with the terrible legend ‘made by Re- 
publicans,’ the Congress Currency Com- 
mittees could whip the bill into shape 
quite easily, and make a first class cur- 
rency and banking law out of it.” 


PROVISIONS OF THE ACT. 


In brief, the law provides that groups 
of ten or more national banks may, at the 
discretion of the Secretary of the Treas- 
ury, form national currency associations ; 
that the Comptroller shall issue to these 
associations additional circulating notes 
to the amount of 75 per cent. of the value 
of two-name commercial paper deposited 
as security, or 90 per cent. of the mar- 
ket value of acceptable state, city, town, 
county or other municipal bonds so de- 
posited. 

A sum equal to 5 per cent. of these 
circulating notes must be kept on de- 
posit with the Treasury as a redemption 
fund, but this counts as a part of the 
bank’s reserves, thus involving no addi- 
tional expense to the bank. The notes 
are taxed at 5 per cent. for the first 
month after they are issued, and one per 
cent. additional each month until 10 per 
cent. is reached. This increasing tax is, 
of course, for the purpose of insuring 
the prompt retirement of the notes after 
the “emergency” is.over.* 

The necessary associations have been 
formed and all the machinery is now 


*In an article appearing some time ago in Moody's 
Magazine entitled “Reckless Finance: Dangers of the 
Emergency Curreney Law,” the curious mistake was 
made of supposing that only $9,000,000 per month of 
the emergency currency could be retired. so that if 
the entire $500,000,000 should be issued, it could not 
be all retired for four years. The limitation of 
$9,000,000 is placed only on retirement of notes 
secured by U. S. bonds in the regular way, and does 
not apply to the emergency currency. See section 10 
of the law. 








WILL EMERGENCY CURRENCY BE ISSUE THIS FALL? 


ready for the immediate issue of such 
additional circulating notes whenever 
they may be needed ; that is to say, when- 
ever the current rate of interest gets 
high enough to induce the banks to de- 
posit the necessary bonds or commercial 
paper and take out the notes. 
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as that does not enter into the calcula- 
tion. 

Suppose that the ruling rate for 
money is 7 per cent., so that the bank 
can loan its $100,000 of currency at that 
rate. The result will be as shown in the 
table herewith. 


Profit or Loss on Emergency Currency. 


First 
month. 


ag at 7% 
Tax, 5% Ist mo., 
thereafter 


1% incr. each mo. 


Fifth 
month. 


$583.33 
750.00 


Third 
month. 
$583.33 


583.33 


Fourth 
month. 


$583.33 
666.66 


Second 
month. 


$583.33 
500.00 








The next question is, then, how high 
will the money rate have to go before the 
banks will think it is worth while to is- 
sue the currency? 


HOW IT WORKS OUT IN PRACTICE. 


The banks certainly will not go to the 
trouble of taking out emergency cur- 
rency, in view of all the complications 
by which it is surrounded, until they can 
see a liberal profit for themselves in the 
operation. Or, to look at it from another 
standpoint, they will not consider that 
the public welfare demands the issue of 
this currency until money conditions be- 
come pretty stringent and seem likely to 
remain so for some length of time. 

State and municipal bonds are more 
likely to be used as deposits to secure 
such currency than is commercial paper, 
because the bank can take out circulation 
equal to 90 per cent. of the market value 
of the bonds, while it could take only 75 
per cent. of the face value of the com- 
mercial paper. Also, in case the emer- 
gency currency were kept in circulation 
several months, some of the commercial 
paper would probably mature and sub- 
stitutions would have to be made, while 
this difficulty would not arise with the 
bonds. 

Suppose then, a bank takes out 
$100,000 of emergency currency, de- 
positing $111,111.11 worth of municipal 
bonds as security. As the bank still 
owns the bonds, it gets the interest on 
them just the same. The bonds are 
merely temporarily out of its possession. 
So it is not necessary to pay any atten- 
tion to the rate of interest on the bonds, 


$83.33 0.00 


$83.33 $166.67 


In a 7 per cent. money market, there- 
fore, it would pay the bank to take out 
emergency currency if (1) the currency 
could be retired by the end of the second 
month; and if (2) the currency could 
be loaned continuously at 7 per cent. un- 
til retired. 

It would not pay the bank to take out 
such currency in any money market 
lower than 7 per cent., for there would 
be some small incidental expenses, and 
there would be some loss of interest dur- 
ing the time the currency was in transit, 
before the bank could get it out on a 
loan, and after it came in, before it could 
be retired. 

DIFFICULTY OF RETIRING THE CURRENCY. 

This, however, is not the whole story. 
The two ifs mentioned above are rather 
important. In the first place, the bank 
cannot get its emergency currency back 
at will, after it has once gone into gen- 
eral circulation. The notes would differ 
but little from the ordinary national bank 
notes, and it is not at all probable that 
the public would discriminate against 
them to any marked degree. 

If the public chose to carry these notes 
around in its pockets or to keep them 
passing from hand to hand, the bank 
would have no resource. It could only 
wait until the notes came back of their 
own accord. 

This difficulty is covered in the bill; 
for it is provided that the securities de- 
posited with the Treasury may be with- 
drawn and “lawful money or national 
bank notes” may be substituted. There 
would almost certainly be a small re- 
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mainder of the emergency notes that 
would be slow in returning to the issuing 
bank, so that the bank would have to de- 
posit other money with the Treasury in 
order to release its securities. 

This other money, so deposited with 
the Treasury, would not bear any inter- 
est. Thus the bank, on any small re- 
mainder of its emergency currency that 
failed to come in, would have to pay the 
tax, growing monthly up to 10 per cent., 
and would be losing the use of an equal 
amount of money deposited with the 
Treasury without interest. If some of 
the emergency currency should be lost 
or destroyed by the public, there appears 
to be nothing in the law to prevent the 
bank from having to pay 10 per cent. tax 
on the amount so lost for an indefinite 
time. 


THE MONEY RATE. 


In issuing emergency currency, it is 
plain that the banks could not afford to 
base their calculations on the call money 
rate, for it might be up to 25 per cent. 
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one week and down to 5 per cent. the 
next. The rate for time money would 
have to be considered. 

Time money has rarely reached an av- 
erage rate of 7 per cent. in New York. 
It loaned at that rate or higher for three 
weeks in June and one week in July, 
1893; four weeks in August and Sep- 
tember, and four weeks in October and 
November, 1896; two weeks in Septem- 
ber, 1902; a few brief periods in 1906; 
and throughout the last two months of 
1907. 

It will be seen, therefore, that the 
Aldrich-Vreeland act is exactly what it 
purports to be—an emergency currency 
act. And the emergency will have to be 
extreme in order to induce the banks to 
assume the responsibility of putting this 
currency into circulation. Certainly 
nothing less than a 7 per cent. time 
money rate would do it, and it is doubt- 
ful whether the banks would feel justi- 
fied in considering the question even at 
that rate except as a relief measure in 
a time of really serious stringency. 








epee 





The Plight of 


NE of the five foremost financiers 
said, a year or so ago, “I don’t 
know what is to become of the 

railroads. Between declining rates and 
increasing expenses they’re not making 
any money.” ‘ 

t is a pitiful state of affairs. South- 
ern Pacific came limping in today with 
a gross increase of over $11,000,000 and 
only $4,700,000 increase in net for the 
year. The poor old road is only earn- 
ing 10 per cent on its stock. It needs 
a new crutch. 


the Railroads 


Here’s another cripple—the Apostle 
St. Paul, with only 8% per cent. to lean 
on this. year. 

Hello. Who’s this crawling along 
under the “burden” of reduced divi- 
dends on part of the $173,000,000 un- 
pledged securities held in its treasury, 
and wearing a.sign, “Only earned 16 
per cent. this year.” It’s: Union Pacific, 
to be sure. The Charity Commission- 
ers should look into this case. It’s a 
wonder how the system keeps body 
and soul together. 








SIDE LIGHTS ON 


Trouble is, these long-suffering prop- 
erties are getting some business they’re 
not entitled to. Let the Interstate 
Commerce Commission look over its 
long-haul straight-jackets, differential 
iron-maidens and classification thumb- 
screws and make ’em give up. And 
you engineers and conductors—are you 
not entitled to ride in the Pullmans 
and have your meals served en route? 
Why should the roads collect $50 for 
a carload and you get only $45 of it? 
It’s an outrage. 

* * * 


IT BEETS ALL, 


FRIEND of mine was called on 
the phone when Beet Sugar was 
making its record high last winter, and 
told to “Buy a thousand Beet Sugar. 
There’s ten points in it.” 

There were ten points in it, but not 
for the buyer. He bit off the thousand 
close to the top, and in a jiffy lost 
$25,000 he had been a few years mak- 
ing in the market. The information 
came “right from the throne,” as usual. 

About a year ago I was talking to a 
prominent broker who is very intimate 
with a certain member of Congress. 
Said he, “If Wilson is elected you can 
bet on tariff reform, and one of the first 
things they’ll hit is Beet Sugar. That 
industry is a child of the tariff. Take 
a look at this stockholder’s list and see 
how thoroughly the stock is distrib- 
uted.” 

I did so, and found only one large 
block in the name of a banking house 
identified with the company. The rest 
was spread all over the country in small 
lots and round among the brokerage 
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houses, who were undoubtedly carry- 
ing it on margin. 

Handing the list back to him I re- 
marked, “It’s ripe for a slaughter.” 

“It is,” said he. 

And sure enough the deluge came on 
schedule time, and it would be interest- 
ing to know both who sold way up 
there and who bought around 20. 

For a corporation to show 16 per 
cent. one year and 3 per cent. the next 
without any fundamental change in the 
business—only a threatened one—looks 
as though someone was gumming the 
cards. 

Between the Beet Sugar persimmon 
and that California lemon of Salomon’s 
those who bought on reputed value 
have had a hard time of it this year. 

Think what millions of losses would 
have been avoided had everyone of 
them limited their risk to two or three 
points. 

* * * 


With the raising of the Parcels 
Post limit to 100 pounds, what 
will become of the express companies? 
Who wants to buy express stocks un- 
der the circumstances? 
* * * 


TOCKHOLDERS’ lists give many 
a cue. I looked over the Miami 
list some time ago and noticed the 
Rothschilds were considerable holders. 
Miami is a porphyry (?), one of those 
mines you can measure and value by 
the aid of a diamond drill. It is not 
only producing but paying $7 per share 
per annum. 
The Rothschilds are not noted for 
their gambling propensities. 


“Big Returns” 


TAY away by all means from investing in the propositions offered you which 


promise “big returns.” 


When you buy that stock you buy something you 


know nothing about, and know nothing about the persons who are back of the 


proposition. 


Not more than two per cent. of the pesene who invest in propositions of this 
e 


sort ever make any money out of t 


m. Because the promoters word their 


literature in such a way as to make the proposition look profitable is no reason 
why you should invest in it—Cwas. G. Dawes, President Central Trust Co., N. Y. 

















The Art of 
Interpreting Financial Conditions - 


By G. C. SELDEN 
Author of ‘Psychology of the Stock Market,” “Investing for Profit,’’ Etc. 








II—Graphics—Prices and Volume of Business—Bank Clearings 


HAT, then, are the figures that 
leading bankers are accustomed 
to use in interpreting the finan- 

cial conditions of the moment and in 
forming their judgment as to what may 
be expected in the future, so far as the 
future may be foreseen? 

The world has become so impressed 
with the importance of keeping statistical 
records of all kinds during the last quar- 
ter century, and especially during the 
last decade, that hardly any subject can 
be mentioned on which no figures can 
be obtained. The figures may not al- 
ways be accurate, as we saw in the pre- 
ceding chapter. But figures of some sort 
can be compiled, if the statistician is in- 
dustrious and painstaking enough, on 
almost every subject under the sun. 

A leading statistical organization pre- 
sents every week tables covering forty 
different kinds of figures, all of which 
are supposed to have some tolerably di- 
rect bearing on business and financial 
conditions. 

It is clear that such a mass of material 
must be handled according to some well- 
defined method or system before any 
practical results can be obtained from it. 
The student who attempted to sit down 
and examine these forty tables item by 
item in the hope of getting in that way 
a thorough understanding of business 
conditions would be likely to achieve 
nothing more important than a bad head- 
ache. 

There are three general ways of ana- 
lyzing and comparing these statistics : 

First, it is customary to plot each kind 
of figures in the form of a graphic, cover- 
ing a series of years, as far back as it is 
thought desirable to go. The use of such 
graphics has become so familiar to the 
reading public that no special explana- 
tion of them is necessary. The plan is 





always the same—the factor of time is 
measured from left to right across the 
diagram, and increases or decreases in 
the amount of the figures from week to 
week or month to month are measured 
up and down on the diagram. 

Since a plane surface has only two 
dimensions, it is possible to represent by 
a single line on such a graphic only two 
factors—the factor of time and one 
other. Therefore if it is desired to con- 
sider more than one kind of figures at 
a time, it becomes necessary either to 
plot two, three or more lines on the same 
graphic and compare them roughly by 
the eye, or to compute the ratio of one 
set of figures to another set and plot a 
line representing this ratio, 

Diagrams having several lines, so as 
to show the simultaneous increases or de- 
creases of different factors, are very 
common. The method of plotting the 
ratio of one factor to another has been 
little used, and in this direction, I be- 
lieve, much further progress remains to 
be made. I shall present some new 
graphics of this kind in future articles 
of this series. 

The second method of using the forty 
or more kinds of figures involved is to 
combine them into some form of “com- 
posite plot” or “composite chart,” which 
is supposed to give a sort of bird’s-eye 
view of the entire business of the coun- 
try. One plan is to round up practically 
all the available statistics into a single 
line or a single “area,” each set of figures 
being “weighted” in the combination ac- 
cording to the judgment of the compiler. 

Another method is to separate the fig- 
ures into three groups, covering respec- 
tively business, conditions, banking con- 
ditions, and investment conditions. Then 
the figures of each group are combined 
by more or less intricate methods and 
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the result is plotted in three lines, usually 
appearing together on the same graphic. 

Such. “composite” graphics are valu- 
able and interesting for illustrative. pur- 
poses, as showing in a broad general way 
the rise and fall of business activity. The 
business man or investor can easily carry 
in his mind the impression left by such 
a diagram, when he wouldn’t carry away 
any result whatever from the perusal of 
a table of figures. 

But if there is any special value in 
these “composites” in the way of predict- 
ing the movement of prices or the volume 
of general trade, or showing when the 
swing of the “minor cycle” will culmi- 
nate, that value remains to be proved 
The individual who compiles such a com- 
posite graphic may or may not be able 
correctly to anticipate future conditions ; 
but as yet none of these graphics are 
obvious enough so that others can use 
them successfully in gauging the future. 
They are interesting as illustrations, but 
not valuable as “barometers” for general 
use. 

The third general method of analyzing 
these forty or more different kinds of 
figures is to select from among them cer- 
tain ones which are fundamental, and 
certain combinations which have been 
found by experiment to be especially en- 
lightening, and to endeavor to make a 
discriminating and careful use of the fig- 
ures chosen; omitting from considera- 
tion or making only a cursory examina- 
tion of other kinds which are believed to 
be of minor importance. 

This is the method which appeals most 
strongly to me, and the one, I believe, 
which is most used by practical bankers 
and by those capitalists—few in number, 
by the way—who form their own opin- 
ions and act on them. 

For example, take the statistics of im- 
migration and emigration. When the 
demand for labor is the strongest in this 
country, immigration increases. When 
business activity falls off, many of these 
immigrants are thrown out of work, and 
very naturally they go back home, where 
their friends and kindred are and where 
they can live more cheaply or perhaps 
find something else to do. 

Thus the total net immigration of 1907 
was about 1,135,000, while that of 1908 
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was less than 70,000. In 191@ net immi- 
gration was over 800,000, but in 1911, a 
year of comparative dullness, only 
430,000. 

But what of it? The intending immi- 
grant decides to stay at home when he 
hears from his friends in this country or 
reads in the foreign papers that condi- 
tions in America are such that he prob- 
ably can’t get a job here. But surely the 
American statistician, on the ground, re- 
ceiving daily information by wire, and 
probably more intelligent than the aver- 
age immigrant, can find out what Amer- 
ican conditions are sooner than the la- 
borer in southern Italy. If he can’t, he 
might as well go out of business. 

Figures on immigration are at least 
two months behind the event. In 1907, 
which is a convenient year for observa- 
tion because of the suddenness and 
sharpness of the panic, immigration. in- 
creased regularly from July to Novem- 
ber, but fell off in December. The De- 
cember figures could not be obtained un- 
til some time in January, 1908, and by 
then even the statistician was beginning 
to realize that something had happened. 

It is plain that the figures on immigra- 
tion, while interesting enough by them- 
selves, will be positively mjurious if in- 
cluded in our estimate of conditions, be- 
cause the current immigration figures 
represent past business conditions. 

In similar ways it will be found that 
every kind of statistics has its own pe- 
culiarities, which must be duly consid- 
ered and allowed for before the figures 
are given weight in the formation of 
judgment. 


WHAT ARE “GOOD TIMES” AND “BAD 
TIMES”? 


The main object of studying financial 
and business conditions is to enable the 
investor or business man, in one way or 
another, to anticipate. 

The investor, who has occasion from 
time to time to purchase income-produc- 
ing securities, naturally wants to buy 
them, if possible, when they can be ob- 
tained at the most favorable prices. 
When he disposes of any of his holdings, 
he wants to do it at a time when prices 
are relatively high. 

The business man wants to carry large 
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stocks of goods when prices. are rising, 
and to cut his stocks to the lowest pos- 
sible point when prices are declining. He 
wants to enlarge his enterprises, to 
broaden out when good times are in 
prospect, and to narrow in and conserve 
his funds when there is danger of hard 
times. 

We at once find ourselves msimg . cer- 
tain common expressions to signify the 
fluctuations in business—“good~ times” 
and “hard times,” “activity” ‘and “de- 
pression,” etc. It is necessary-to know 
definitely what we mean by these terms. 
Before we start in to interpret business 
and financial conditions, we must know 
what these so-called “business condi- 
tions” mean to the persons who use the 
words. 

To get back to first principles, then, 
the object of business is profits. When 
conditions permit him to make large 
profits, the business man says, “Business 
is good.” When he makes small profits 
or none at all, “Business is poor.” When 
he makes losses, business is badly de- 
pressed—“Rotten,” he is likely to say. 


( 


1902 | 1903 | 1904 | 1905 | 1906 
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Now, how can the business man make 
more profits? Either by selling the same 
quantity of goods at a higher price, or 
by selling more goods at the same price. 
There are two elements, then, in “good 
times”—(1) Prices; and (2) Volume of 
business. Higher prices, but with the 
volume of business constantly falling off, 
might not yield any larger profits and 
would certainly show a most dangerous 
tendency. On the other hand, an in- 
creased volume of business on falling 
prices might easily show an actual loss. 

When business is measured in dollars, 
in the customary way, these two ele- 
ments are combined. Suppose the net 
profits of a wagon manufacturer have 
been $10,000 for one month. This does 
not tell us whether he sold 1,000 wagons 
at a profit of $10 each or 500 wagons at 
a profit of $20 each. So when we come 
to reckon up the entire business of the 
country in dollars, if we find an increase 
we don’t know whether it is due to 
higher prices or bigger business, and if 
we find a decrease it may be due to lower 
prices or to smaller business or both. 


OUTSIDE CLEARINGS 


1907 | 1908 | 1909 | 1910; 1911 | 1912 | 1913 
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This point is usually lost sight of in 
handling commercial statistics, but it is 
important, for an increase in business 
which is entirely due to higher prices, 
without any increase in the volume of 
trade, does not mean any greater pro- 
duction of wealth in consumable form. 
It means more dollars, but not any more 
wheat, potatoes, shoes, cloth, pianos, etc. 


BANK CLEARINGS. 


Since over 90 per cent. of the business 
of the country is done by means of 
checks, it needs no argument to establish 
the fact that the total amount of checks 
passing through the clearing houses will 
afford a pretty good index to the activity 
of trade as a whole. Bank clearings are 
reported weekly and with considerable 
accuracy. Errors and changes in these 
figures are so small as to be negligible. 

We find, however, that the clearings 
of New York City alone are usually from 
1% to 2 times as great as those of all 
the rest of the country combined. This 
looks surprising at first glance, but is 


accounted for when we remember that 
every bond or share of stock sold is paid 
for by a check. New York clearings are 
swollen by the buying and selling of se- 
curities, which is not the kind of busi- 
ness that we are now interested in meas- 
uring. 

Since it is impossible to separate the 
clearings resulting from sales of securi- 
ties, from clearings arising from general 
business in and around New York, it is 
better to omit New York altogether and 
use the “Outside Clearings,” as they are 
called—that is, the clearing house re- 
turns from the entire country except 
New York City. 

As a convenient starting point, there- 
fore, let us take a graphic showing these 
outside clearings month by month since 
1902. We have no trouble in identify- 
ing on it the dull period of 1903-4, the 
boom of 1906-7, the depression of 1908, 
the good business of 1909-10, the slight 
reaction in 1911, and the renewed activ- 
ity in the latter half of 1912. 

(To be continued.) 


NOTE—In the next article of this series Mr. Selden will present 
and explain a graphic constructed on an entirely new plan, which 
will show the volume of trade, not in dollars, but in quantities, thus 
eliminating the element of price changes. 
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Railroad Valuation 
By ROBERT E. IRETON 


ISCUSSIONS as to the relation 
D of railroad freight rates to rail- 
road_ capitalization sometimes 
lead to the inclusion of the question of 
the real valuation of a railroad’s hold- 
ings. As a matter of fact, there is no 
vdequate way to ascertain real valuation 
in this connection. 

As an illustration of the difficulty in 
such an undertaking, the Minnesota Rail- 
road Commission made six different ap- 
praisals of the valuation of the railroads 


in that State before it would trust itself 
to make a pronouncement. When it had 
done so, its valuation figures were pro- 
nounced too low by former Judge Otis, 
sitting as special master in the Minnesota 
Freight Rate cases. His conclusion was 
sustained by Judge Sanborn, of the 
United States Circuit Court, and the case 
is now on the docket of the United States 
Supreme Court. 

Texas supplies another illustration. 
That State’s railroad commission valued 
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the railroads at $212,794,586; their total 
capitalization is $412,465,743. The Texas 
tax commission appraised the railroad 
properties at $419,000,000, which looks 
rather dubious for the correctness of the 
railroad commission’s figures. Similarly, 
in Wisconsin, in 1906, the State tax com- 
mission estimated the cost of railroad re- 
production at $34,630 a mile; the capital- 
ization of the roads then was $33,420 a 
mile. From these two illustrations it 
would seem that our railroads are not 
heavily over-capitalized. 

Professor Swain, of Harvard, apprais- 
ed the New Haven system, a few years 
ago, for a special Massachusetts com- 
mission. His estimate was close to 
$600,000,000. The book value of the 
road placed by the company’s officers 
was only $425,000,000. In 1904 the 
Census Bureau estimated the valuation 
of railroad operating property at $11,- 
244,852,000. The report of the Inter- 
state Commerce Commission for that 
year shows the amount of stocks and 
bonds not owned by railroad corpora- 
tions to have been $9,585,467,711. Here 


again we find the deficit in favor of the 
railroads. 
The theory that the railroad valuation 
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of property is established by the cost of 
the replacement of a railroad’s physical 
possessions is absolutely illogical. There- 
under no allowance would be made for 
that fluctuation in values which is con- 
stant, and which generally favors the 
roads. Nor would allowance be made 
for the “use” of the property—the ele- 
ment or factor which gives the railroad 
life and existence; nor for the “brains” 
or efficiency of its management, which is 
ever an asset of any going concern. And, 
finally, but pre-eminently, the _replace- 
ment theory gives no consideration to 
the earning power of the road—the real 
factor which gives it value. 

While there was much over-capitaliza- 
tion of railroads in this country prior to 
1880, that is not the case today. Through 
reorganization and application of net in- 
come to betterments, refunding of high 
interest bearing bonds, increased trackage 
and equipment, valuation of property and 
greatly improved service, our railroads 
are worth more today than the sum total 
of their stocks-and bonds, and could not 
be reproduced for anything like that ag- 
gregate. Railroad over-capitalization, 
except in rare cases, is largely a figment 
of the imagination. 





>. Banking Reform 


URING the twenty-year period, 
1890-1910, nearly 400 of our na- 
tional banks became _ insolvent. 
During the same period nearly 1,400 
state and private banks and trust com- 
panies failed. That is, in the United 
States we have an annual average of 
about 20 failures of national banks and 
of about 70 of banks other than national. 
No other civilized country in the world 
has such a record. During that period 
Canada had only seven bank failures, 
while Great Britain, France and Ger- 
many and other civilized countries 
hardly know what a bank failure is. 

In the United States we have a bank 
failure on an average once every four 
days. The irretrievable losses of these 
failures amount to more than a million 
dollars a month. Even these losses, how- 
ever, are small compared with those re- 


By JAMES T. McCLEARY 








sulting from financial panics such as oc- 
curred in 1893 and 1907. All other 
civilized countries have learned how to 
rid themselves of financial panics. 

The American people have succeeded 
admirably in solving some of the most 
difficult problems of human experience. 
We are entirely capable of solving this 
problem. Fortunately for us, the gen- 
eral method of its solution has been 
worked out successfully in other coun- 
tries. The key to the solution is in trans- 
forming our series of banks into a system 
of banks. 

In a small village the water needed for 
domestic use is usually obtained from in- 
dividual wells, as is also the water occa- 
sionally needed for fighting fires. As 
population increases the necessity arises 
for a better and more abundant water 
supply. Then, as the community. pro- 
































gresses, comes the water-supply system 
—the great reservoir, holding ample 
water for all purposes, connected by 
pipes with all parts of the city. Properly 
planned, this system will provide a better 
water supply for domestic uses and 
greater protection for life and property 
against destruction by fire than would be 
possible through the use of individual 
wells. 

Under our laws each bank is an inde- 
pendent unit. In time of stress, instead 
of co-operating with each other for the 
general good, each bank is under the 
necessity of looking out for itself. At 
the critical time, when extension of cred- 
its is the very thing needed in the inter- 
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est of industry, each bank feels com- 
pelled in the interest of its depositors 
and stockholders to cut down loans and 
strengthen its reserves. As President A. 
B. Stickney, of the Chicago Great West- 
ern Railway, has well said, “This iso- 
lated weakness compels each bank to 
prey on other banks and to adopt David 
Harum’s golden rule, ‘Do unto the other 
banks what they will do unto you, but 
do it fust.’” In the interest of the Amer- 
ican people it is necessary to substitute 
among our banks neighborliness for iso- 
lation, co-operation for antagonism. 
That is to say, our series of banks 
should be confederated into a system of 
banks. 


- 


The Importance of Publicity 
By WILLIAM W. MILLER 


HE investing public should be ad- 
vised and taught to examine thor- 
oughly into the condition of a 

company before purchasing its securities. 
There is a class of speculators, who call 
themselves investors, who do not buy on 
the intrinsic merit of a property, but en- 
tirely upon the speculative prices, not 
value, of its shares. It has been well 
said of such persons that they know the 
price of every stock, but the value of 
none. 

I realize that there are investors who 
have money for investment, but not the 
intelligence, or maybe the time, for such 
investigations. Such as they should rely 
upon the judgment of others better fitted 
to recommend securities for investment, 
and although we have had, and still have 
our “520% Millers,” and other vultures 
who advertise for suckers, we have our 
conservative investment bankers whose 
advice in such matters is just as reliable 
as the advice of the family doctor or the 
family lawyer. Educate the investing 
public not to entrust their savings to 
“get-rich-quick” advertisers, just as you 
advise them not to entrust ‘their lives to 
quack doctors or their liberties to shy- 
ster practitioners. 

In a recent address made by me to the 
Investment Bankers of America, on the 
occasion of their first convention, I took 


particular pains to impress upon them 
the sacredness of the power entrusted to 
them by the investing public, the duty 
not alone to conserve the funds en- 
trusted to them for investment, but to 
expose and stamp out the fraudulent 
schemes and devices of the “get-rich- 
quick” sharpers, to rob the investors of 
their hard-won earnings. 

Just as the lawyers have their Bar 
Associations for the purpose, among 
others, of protecting clients from shyster 
practitioners, and the doctors have their ° 
medical societies for the purpose, among 
others, of protecting patients from 
quacks, so must the investment bankers 
use their combined efforts to stamp 
out fraud and deceit in the sale of 
securities. 

As to all securities offered to the pub- 
lic we must have publicity ; honest, frank 
publicity, through honest and frank 
statements as to what the company owns 
and what it earns. The outside investor 
in the securities of a company, in the in- 
terest of his investment, has as much 
right to have the means of- ascertaining 
the value of his investment as has the 
inside director. When you invite the 
public to subscribe you must offer the 
public the same right and opportunity 
of knowing the value of the security as 
is afforded to the insiders. 
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What Modern Underwriting Accomplishes 


From “Underwriting Syndicates,”’ Thesis by FREDERICK GREENWOOD, A. B., M. C. S., 
The Amos Tuck School, Dartmouth College. 








N response to the increasing difficulty 

[ in marketing securities, a more and 

more elaborate system has devel- 
oped in the financial world. Thus we 
have in all the leading financial centres 
two classes of “financial merchants”— 
wholesalers and _ retailers—performing 
relatively the same functions as the 
wholesalers and retailers in the com- 
mercial world. The wholesalers deal in 
securities on a large scale; their patrons 
are banking houses and firms rather than 
individuals. It is through them that 
most of the extensive underwriting is 
done. In Wall Street such firms as J. 
P. Morgan & Co., Kuhn, Loeb & Co., 
Speyer & Co., etc., with the First Na- 
tional Bank and the National City Bank 
are known as the most important and 
influential wholesalers. It must not be 
taken for granted, however, that the 
financial underwriting today is done ex- 
clusively through these larger firms. On 
the contrary, most of the smaller new 
projects are financed through some of 
the smaller houses. The above-mentioned 
firms, having become famous for their 
work in marketing large issues, are gen- 
erally chosen when the underwriting re- 
quires particular skill and ability. 

The efficiency gained by a specializa- 
tion of this kind is obvious. Both whole- 
salers and retailers, being engaged al- 
most exclusively in the business of mar- 
keting securities, have studied the ques- 
tion exhaustively, and know all its pe- 
culiar phases. They have connections 
in all parts of the world through which 
it is possible for them to reach investors 
of all classes, and they are thus enabled 
to keep in touch with the market and de- 
termine its needs. The corporation de- 
siring to put forth an issue has not these 
facilities for reaching the investing pub- 
lic which an exclusive devotion to the 
business on the part of these bankers has 
obtained. Nor has such a corporation 
the knowledge of market conditions nec- 
essary to insure the success of a flota- 
tion of securities on its own account. 


And wth modern methods, the issuing 
corporation has no need for such facili- 
ties or knowledge, for financial experts 
stand ready to take over the responsibil- 
ity of issue, and by means of underwrit- 
ing, the issuing company may absolutely 
insure itself against loss. 

The character of the securities under- 
written depends, of course, upon the 
character of the enterprise. As a gen- 
eral rule, issues of bonds are more often 
underwritten than issues of stock, al- 
though the rule is by no means invari- 
able, and issues of stock, such as the is- 
sue of new securities by the Pennsyl- 
vania Railroad in 1903, are often floated 
with the aid of underwriting. But the 
common provision that such new stock 
issues must first be offered to stockhold- 
ers before being offered to the public in- 
troduces a new element for considera- 
tion as to whether underwriting is nec- 
essary or not. In normal times when 
the security is popular, it would prob- 
ably not be needed, but in any case it 
would be safe to employ it. It is with 
bond issues that the agreements treated 
in this paper deal, however, and it is safe 
to say that with a representative number 
of cases underwritings of bonds or credit 
obligations in some form predominate. 

As regards the character of the issue 
itself, it may be either a new issue of a 
new corporation for which the promoters 
desire a favorable beginning, or it may 
be a new issue of an already established 
corporation, or an issue of reorganiza- 
tion securities, or of government bonds. 
With government bonds there is a pe- 
culiar factor to be taken into considera- 
tion. Several instances of their flota- 
tion by syndicates are to be found in our 
history, as, for example, the first under- 
writing by Jay Cooke in 1871, after he 
had studied the French “syndicate” and 
their operations while negotiating for the 
sale of Northern Pacific bonds in Eu- 
rope, and later the operations of the syn- 
dicate formed by J. P. Morgan and 
August Belmont in 1895 for the purpose 
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of furnishing gold to the Treasury. In 
such cases the services of the financiers 
have been invaluable to the government, 
though at times their actions have been 
subject to criticism on the part of some 
enthusiastic idealists as unpatriotic and 
greedy. But taking into consideration 
the artificial market for government 
bonds created by the provisions of the 
National Bank Act in making them a 
basis for our bank circulation, there is 
rarely need to resort to underwriting. 
In England, where custom and precedent 
are reverenced more than in this country, 
a more or less pronounced public attitude 
exists against the practice, and though 
founded to a large extent upon sentiment, 
this attitude is yet quite influential in 
modifying such financial operations. 
This attitude is illustrated by that of the 
London Statist towards the Bank of 
England’s underwriting operations when 
it says, “We think it is not in accordance 
with the dignity or the interest of the 
Bank of England to bring out a loan 
which has to be underwritten.” Govern- 
ment issues in this country are either 
bought by bankers on joint account or 
by a syndicate, or are sold directly to 
both investors and dealers. The latter 
method has been the one employed in all 
issues of United States government 
bonds in recent years. 

The history of our railroads gives us 
many instances of corporate reorganiza- 
tions in which, almost invariably, the 
conversion of securities is backed by an 
underwriting syndicate. Other examples 
of reorganizations are to be found in 
the formation of the industrial trusts, 
such as the Sugar Trust, the Tobacco 
and Whiskey Trusts, and the United 
States Steel Corporation, in all of which 
the underwriting played a very impor- 
tant part in insuring the success of the 
combination and providing the necessary 
cash with which to carry the plans 
through. 

The value of such underwriting to the 
corporation has been mentioned as exist- 
ing in the fréedom from responsibility 
which the corporation enjoys in refer- 
ence to the proposed issue. The value is 
not limited to this, however. Not only 
is loss thereby insured against, but the 
future success, especially of a new un- 
dertaking, and the confidence which will 
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be placed in it by the public is influenced 
to a large extent by the character of the 
underwriting secured. This is especially 
true where a syndicate is formed, and 
the reasons are apparent. The agree- 
ment of the underwriters to take any 
part of a certain issue which the public 
will not subscribe for may naturally be 
construed as a sign of confidence in the 
venture on the part of the underwriters, 
in that they are willing to invest in it 
themselves, and if the underwriters are 
men of known financial ability and judg- 
ment, the mere fact that their names ap- 
pear in connection with the underwrit- 
ing lends a certain prestige to the issue. 
And from this it naturally follows that 
to be a successful and effective under- 
writer one must possess something more 
than the mere capital with which to 
make good his guaranties. The ability 
to promptly meet emergencies is of 


course paramount in importance, but if 
a man possess no reputation in the finan- 
cial world, his underwriting can obvious- 
‘ly be of little use as an inspiration of 
confidence on the part of the public. 

* * * 


[NX the foregoing we have considered, 

in rather a general way, the func- 
tions of the banker in aiding issuing cor- 
porations in the issue of securities. Now 
let us consider briefly the actual steps in 
the process. 

If the proposition in hand is an issue 
on the part of an established corporation, 
well known in the financial world as a 
successful enterprise, the matter is a 
comparatively simple one for the banker. 
In most cases such corporations have 
their regular fiscal agents to undertake 
the flotation for them, ‘and to advise as 
to the size and kind of issue to be made. 
Indeed with many of our large railroads 
the company has practically nothing to 
do with an issue.” The fiscal agents 
(usually large shareholders) advise 
when and in what form such securities 
should be put forth, and upon. the 
strength of such advice the board of di- 
rectors votes for such an issue, more as 
a matter of form than for any other pur- 
pose. In any case, the corporation. is 
probably wéll enough known to warrant 
the soundness of the venture and to in- 
sure the popularity of the issue if right- 
ly handled. In instances of this type, 
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where the banker is troubled with no 
thought as to the success of the venture 
itself, or whether the public will “take 
to” it or not, the whole matter is effected 
by the banker’s offering a price for the 
entire issue and either buying it out- 
right, or what is commonly the case, 
taking the issue as an agent for sale at 
the price agreed upon, and making pay- 
ments in instalments as he disposes of 
the securities or as agreed between him- 
self and the issuing corporation. 

With a reorganization proposition, or 
one where the underwriting is secured to 
insure the conversion of an outstanding 
issue into securities of a different form, 
the task of the banker is somewhat dif- 
ferent. The underwriter in such a case 
has no interest in the sale of the securi- 
ties, but undertakes to insure that a cer- 
tain amount of the new issue will be 
taken up by the holders of the outstand- 
ing issue (in exchange for the securities 
which they hold) and he further agrees 
to take himself all of that amount which 
the holders of the outstanding issue do 
not take. An illustration is the issue in 
1902 by the United States Steel Corpo- 
ration of $250,000,000 in 5 per cent. 
bonds, offered to holders of preferred 
stock in exchange for preferred stock to 
the extent of 40 per cent. of their hold- 
ings and for cash to the extent of 25 per 
cent. of their holdings. A syndicate was 
formed by J. P. Morgan & Co., which 
guaranteed subscriptions to the new 
bond issue on the part of the holders of 
preferred stock to the extent of at least 
$100,000,000. Under the _ syndicate 
agreement, each underwriter was re- 
quired to deposit with J. P. Morgan & 
Co. preferred stock to an amount suffi- 
cient to cover his subscription, and to 
agree to advance upon the call of J. P. 
Morgan & Co. his proportionate amount 
of the cash necessary to effect the con- 
version. 

In case, however, that the proposition 
is an issue on the part of an entirely new 
and unknown company, which issue is 
to be made for the purpose of raising 
funds necessary to carry on construction 
work and get the concern under opera- 
tion, the banker approached to finance 
the venture is confronted by a new set 
of difficulties. It can readily be seen, of 
course, how important for the promoter 


355 


of such a corporation is the assurance 
that the issue will be safely marketed 
and quickly realized upon. The success 
of the construction work and its speedy 
completion depends absolutely upon the 
ability to raise large amounts of cash at 
certain stages of the work, for not only 
must the company meet its contract ob- 
ligations under which the work is done, 
but the contractors themselves count 
upon the money received upon such con- 
tracts to pay off their own periodical 
obligations for labor, materials, etc. It 
is in order to supply a sufficient ready 
cash fund and thus enable the company 
to meet such obligations regularly that 
the promoter seeks to unload his securi- 
ties in one lump upon the banker’s 
shoulders instead of attempting to get 
rid of them himself directly through the 
retail bond houses and investors, which 
method is too precarious to be employed 
with safety, and in fact is rarely, if ever, 
used. 

The minute details of the banker’s in- 
vestigation leading up to his acceptance 
or rejection of the issue are too numer- 


ous to bring into this paper, which has 
to do rather with the banker’s work after 


he has undertaken the flotation. It is 
sufficient to say that he spares no pains 
in calculating the value and probable suc- 
cess of the proposed undertaking, and 
while giving careful consideration to the 
promoter’s plans and specifications, usu- 
ally employs the services of an expert 
engineer to look over the actual ground 
for the construction work and make a 
detailed report. Legal advice is also se- 
cured as to the validity of the securities 
and other technical points of the issue. 
Where the banker is himself the pro- 
moter, as frequently happens, his only 
concern is, of course, to secure under- 
writers for the issue. 

Having persuaded himself that the 
undertaking is a safe one, he sets a price 
on the issue, the figure depending, of 
course, on the probable market for the 
securities in question. With an issue of 
bonds (in construction projects at least) 
it is commonly the practice to include in 
the transaction a considerable block of 
capital stock, so that while paying, say 
90, for the bonds, the banker also re- 
ceives as a bonus a block of stock for 
which he pays nothing, but which is car- 
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ried on the corporation’s books as paid- 
in stock, the sacrifice being carried as an 
expense incident to the issue of the 
bonds, and written off with the “discount 
on bonds” or “promotion expenses.” 

The figure at which the issue thus 
passes to the banker is often confused 
with what is known as the “underwrit- 
ing price,” but it should be borne in 
mind that there is a distinction between 
the two. The underwriting price is the 
price at which the banker offers the se- 
curities to the underwriters, and in most 
cases will be from % to 2 points higher 
than the figure at which he receives the 
issue from the promoter, thus affording 
him a profit on the transaction. It is 
true that this original price may become 
the underwriting price, where, for in- 
stance, the banker offers the securities to 
be underwritten at the price which he 
paid for them, restricting his profits to 
a definite selling, or “manager’s” com- 
mission, but custom does not necessarily 
require this of him. 

The promoter, having disposed of his 
issue to the banker, now has nothing 
more to do with its flotation. He has 
received cash, or the equivalent of-cash, 
and although the securities have been 
sold at a sacrifice, yet to the promoter 
that sacrifice means merely the price 
which he is willing to pay in order that 
he may proceed without delay on his 
construction work with the certainty of 
financial backing. As far as he is im- 
mediately concerned, he has marketed 
his securities. 

The banker, on the other hand, has 
but just begun his task. The securities 
are now in his hands, and as a matter of 
business, he must dispose of them with 
a profit to himself. 

This may be effected in three different 
ways: (1) the banker may undertake to 
sell the issue directly to his customers, 
assuming the entire risk himself; (2) he 
may call in one or more bankers with 
him to dispose of the securities on “joint 
account”; or (3) he may organize an 
underwriting syndicate. The latter is 
the most common method, although sell- 
ing on joint account or by “syndicating” 
is gradually taking the place of pure un- 
derwriting. The development of the 
machinery for disposing of issues of se- 
curities has not ceased, and at the pres- 
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ent time bids fair to outgrow the require- 
ments imposed upon it. The larger bond 
houses are establishing more extensive 
branches, putting an increasing number 
of salesmen into the field and consequent- 
ly acquiring greater facilities for mar- 
keting securities. Whereas a few years 
ago the guarantee of an underwriting 
syndicate of thirty or forty reputable 
bankers was almost a necessity, today 
two or more of the larger houses, sell- 
ing on joint account (which is nothing 
more nor less than a temporary partner- 
ship in the particular securities handled) 
are able to accomplish the same result 
through their extensive connection with 
investors. Or the method of “syndicat- 
ing’ may be employed, which is distin- 
guished from joint account transactions 
by the participation of a larger number 
of bankers. Such a syndicate is not nec- 
essarily an underwriting syndicate, and 
the distinction is an important one to 
bear in mind. It is one not often made, 
with the result that no little confusion 
exists with regard to the terms. 

A simple syndicate would ordinarily 
be employed where a number of bankers 
individually contemplated the purchase 
of an issue, and in order to avoid ruin- 
ous competitive bidding, “syndicate” 
their interests, joining together for the 
purchase. In such a case, one or two of 
the syndicate might buy the others out 
and thus acquire the whole issue, or the 
sale might be conducted by all the -orig- 
inal members. In any case, the contract 
is an unconditional one. 

The underwriting syndicate, on the 
other hand, imposes only a conditional 
contract upon the underwriter, for 
although the terms are definite, the 
actual agreement is generally to take 
only that portion of the securities 
underwritten which are not disposed 
of before a certain date. As under- 
writing in insurance, so an under- 
writing syndicate is a syndicate formed 
for the purpose of insuring the success- 
ful carrying out of an undertaking. If 
a syndicate agreement contains only an 
unconditional promise to “take and pay 
for” a certain amount of securities, with- 
out an accompanying provision for the 
sale of the same by the manager, the 
agreement is that of a “purchasing” syn- 
dicate and not an underwriting syndicate. 














Getting a Good Income With Small Risk 


How the Shrewd Investor Can Do it Successfully 
By FREDERICK LOWNHAUPT 


OR the investor who is willing to 
F put a little thought and time on 
his buying of securities, here is a 
suggestion that will give him far better 
results than leaving the matter entirely 
to his banker. It is very well to consult 


with the banker, but better yet to do a 
little thinking of his own. 
There is nothing particularly new in 


the idea since there is nothing new under 
the sun anyway. Every investment idea 
trotted out in magazines, banking house 
circulars, advertisements and elsewhere 
has been brought out before at some 
‘time. But because the investors have 
generally other business of their own 
that needs their attention and because 
they cannot give close attention to the 
security markets the repetition of some 
good advice at the psychological moment 
is always needful. 

Everybody has been telling everybody 
else that the prices of securities are low 
and that this is the time to buy. And 
everybody has been right in this advice. 
Stocks and bonds particularly have been 
under consideration. Stocks have been 
so far down below their high prices of 
previous years that it has been practically 
unnecessary to get expert advice; any- 
body could say to buy stocks for the long 
hold and be right. And the same kind 
of advice has been prominent in the 
counsel of investment bankers for some 
time past. The average. observer of 
financial conditions could see that many 
bonds were on the bargain counter. 
Ordinary common sense tells the investor 
then that it is time to buy. 


The great bulk of investment advice 
centers around bonds first and then high 
grade stocks. And this is suited best to 
the majority of investors. Very little, 
however, has been said of late as to the 
relative desirability of taking up notes 
as investments. The investor who takes 
a little time and pains to work with this 
type of investment gets a far greater in- 
come than the one who depends on 
bonds. And with this type of security 
he can go far without incurring any 
great amount of danger. 

In other words if an investor makes a 
scientific distribution over notes alone he 
can get a large income with a surpris- 
ingly small amount of risk. It is com- 
monly assumed that bonds with their 
mortgage lien on a property constitute 
the last work in safety for the investor. 
It will be admitted that there is a certain 
satisfaction in holding this class of in- 
vestment, but for the wide-awake in- 
vestor there is a way to get an income 
much greater with not much danger. 
As a matter of fact the income from a 
lot of high class notes is as high as from 
some very poor bonds and the safety is 
immeasurably greater. 

There are some very good notes in the 
market now, the obligations of companies 
of the strongest credit, yet these notes 
are selling on a basis that only poor 
bonds are quoted at. The difference is 
that the poor bonds represent some un- 
derlying and fundamentally weak condi- 
tion, while the notes with their high in- 
come reflect sentimental and market con- 
ditions rather more. 
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Let us see how this can be explained. 
In the first place the average note is an 
unsecured obligation, that is, unsecured 
so far as a mortgage lien on any kind of 
property is concerned. Its obligation 
rests directly against the credit and earn- 
ings of the company. Now if the com- 
pany whose obligation it is shows a sub- 
stantial margin of safety for all its 
funded debt including the notes, that 
is has net earnings well in excess of all 
interest requirements, why in the final 
analysis should the note be quoted at a 
basis of income as high or higher than 
a poor bond where the company is just 
about able to scrape through its interest 
charges? The fact that it has no mort- 
gage security accounts for it in part. 
From an investment standpoint, how- 
ever, it is quite plain why the note is 
highly preferable to the poor bond. 
What investors should always remem- 
ber is that in its final analysis, earning 
power and the margin of safety is the 
critical test of the value of a security. 

Reason number two why the notes 
often look inferior to the poor bond, 
is that they 


judged by income return, 
are generally junior securities to the 
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bonds. This involves the first reason 
somewhat. The sentimental effect of 
having this junior position is reflected in 
the market position. The fact that the 
note is generally junior in position means 
that in case of trouble it would come 
near the end of the procession while the 
bonds would all have a prior claim. To 
be sure this is something worth consider- 
ing, but what difference does this make 
if, as before said, the company is earn- 
ing a large margin of safety over all its 
interest obligations? Take for instance 
offhand illustrations like Consolidated 
Gas, Lake Shore & Michigan So., Michi- 
gan Central, International Harvester, 
United Fruit Co. and others. Why 
should their notes be selling closer to 
6% than 5% if it were not for these 
considerations mentioned ? 

Then a third reason why these notes 
sell on a basis as high as poor bonds is 
the fact that they come out into the 
market when money conditions are not 
generally favorable. The Consolidated 
Gas 6s recently floated are a case in 
point. Here is a corporation positively 
wealthy, paying for its temporary ac- 
commodation of a few months around 


SHORT TERM NOTES. 


Earning 4% to 5%: 
American Locomotive 
New York State 

Earning 5% to 6%: 
American Locomotive 
Chica. 

Consolidated Gas . 
Illinois Central 
nternational Harvester 
ke Shore & Mich. So 
Michigan Central 
New York Central 
New York, N. H. & H 
Seabord Air Line 
United Fruit Co 

Earning 6% to 7%: 
Amalgamated Copper 
Baltimore & Ohio 
Brooklyn Rapid Transit 
Erie R. R 


Mo. Kansas & Texas 
Schwarzschild & Sulzburger 
Westinghouse Elec. & Mfg 

Earning 7% to 8%: 
Boston & Maine 

Earning 8% “~ upward: 
Chesapeake & Ohi 


Lackawanna Steel. 


App. Yield» 
4.30 
4.80 


Due 


. 1913 
. 1914 


. 1914 
. 1915 
. 1914 
. 1914 
. 1915 
. 1914 

. 1914 

. 1914 

. 1913 
. 1916 
May 1917 


. 1915 
1914 

1918 

. 1914 
1915 

May 1915 
June 1916 
Aug. 1915 


June 1914 
June 1914 


Mar. 1915 
June 1914 
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BOND MARKET TOPICS. 


seven per cent. So that very good notes, 
notes that many a wise investor would 
much rather have than some _ bonds, 
yield more than second or third rate 
bonds. 

A list of notes currently quoted and 
showing the income available at the time 
this was written, gives an excellent idea 
of just what the wise investor can do for 
himself in this branch of the security 
market. 

A glance over this list shows the de- 
gree of security that lies back of many 
notes now available. Take an invest- 
ment of say $25,000 representing one 
note of each on the list and the income 
on the basis of yield shown would be 
6.2%. There is no comparison between 
the degree of risk that an investment in 
bonds yielding on the average 6.2% 
would involve and the securities here 
given. A group of bonds returning 
more than 6% would be poor indeed, 
really surcharged with great danger. 

The investor who works in notes alto- 
gether must expect to give some thought 
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to the operation if his banker cannot do 
it for him, since there are notes coming 
due every short while as may be seen 
from the maturities given in the above 
table. If freedom from this care is de- 
sired altogether, of course then longer 
term bonds are the thing to take up. 
The peculiar point about the distribution 
of notes is that individuals seem to ob- 
ject to them much on this ground, so 
that the bulk of note holdings go to 
institutions. 

From the given table it will be seen 
that the alert investor can make some 
very excellent combinations. It is very 
easy to get 5.5% on the average out of 
a group of these notes with as little 
worry about their safety as there is to 
the average good bond. 

Most investors do not understand the 
note investment, which is usually a short 
term obligation. Those that do and are 
willing to give it more or less attention 
get very handsome returns on their funds 
since this class of investment is always 
to be found in the markets. 








Bond Market Topics 








Encouragement from the Little Buyer.— 
Investment dealers have been watching for 
signs for a long: while. They have not 
starved; they have not been under dire 
necessity in any sense; but they have not 
had what they call good business. They 
have scanned the horizon for the signs of 
its approach for months. 

Now, they, or at least some of them, 
think they see such a sign. It is the activity 
of the little investor, that is, the man who 
buys $100 and $500 bonds. Some of the 
dealers have had so many calls for small 
pieces that they have wished many more 
of the recent bond issues had been put out 
in smaller denominations than the conven- 
tional $1,000. 

The strength of the demand for some of 
these small pieces has been reflected in 
quotations. In several instances the bid 
for the smaller piece has been higher than 
the $1,000 bond could be bought for in the 
open market. Scarcity of these small pieces 
drives them to a premium. 

How much encouragement this buying 
has given the different dealers depends 
somewhat upon the temperament of the 
dealer. In this movement some believe 
they see the evidence of an increasing de- 


mand in the near future that will look like 


a real bond market. Others, not quite so 
optimistic, when they make a few sales 
of small bonds are not quite so sure that 
it is the beginning of the flood tide. They 
know that investors have been urged 
strongly of late to buy bonds. Many people 
of small means have taken the hint and 
bought bonds in sizes suited to their purses. 
This buying may mean that a new invest- 
ment current has set in or it may mean 
that the little buyer keeping his weather 
eye open knows a bargain when he sees it. 

The dealers hope the _ first-mentioned 
state of affairs exists; they know the second 
statement to be a fact. 





How They See the Business in High- 
Grade Bonds.—Another movement in the 
bond market that looks a sign of better 
things to come is the business being done 
in the highest grade issues. The emphasis 
that is put upon any activity of this sort 
depends upon the observer. There is more 
or less buying of bonds of this character 
all the time, since many avenues like trust 
estates are opening steadily. 

There are times, however, when there 
seems to be a strong undercurrent of buy- 
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ing of this type of investment that has 
about it the earmarks of different condi- 
tions. It is this kind of a situation which 
some of the bond men seem to see now. 
All of the dealers want to believe that the 
current absorption of high-grade issues 
means as much as all this, yet many of 
them do not forget that something of an 
artificial market condition has been created 
in the highest class bonds through the re- 
striction that has been put on their issue 
over the past few months. 

The market is rather bare of this class 
of bond, so that it needs but a fair amount 
of buying now to look like strong demand. 
Large houses have discouraged anything 
but the most necessary financing. Produc- 
tion of these securities has been held down 
so that the market has had ample time to 
digest rather thoroughly the floating supply. 

Yet an active demand for the highest 
grade bonds betokens life in the investment 
market which is likely to reach into the 
other grades of securities, and so on until 
the whole list is alive. It is therefore not 
unlikely that those dealers who see in the 
movement of the best bonds an augury for 
the immediate future are right. It is at 
least one of the best signs that could be 
given. Conservative buyers are prominent 
in the market; and when they are active, 
the other types will probably soon be in 
evidence. 





Convertible Bonds and Short-Term Notes 
Fighting It Out.—Announcement that’ the 
Consolidated Gas Company was thinking 
about issuing a substantial amount—around 
$25,000,000—of convertible bonds gave ob- 
servers of investment conditions something 
further to think about. 

From the early part of the year some- 
thing like $250,000,000 of convertible bonds 
have been issued, which of itself is a large 
amount, yet represents only a fraction of 
the entire financing done in the last eight 
months. 

The fact that the Gas Company recently 
put out a round block of short-term notes 
and will likeiy follow them shortly with 
the convertible issue raises the question 
whether the vogue of the short-term note is 
passing and the convertible bond is getting 
the better of the situation. It will be re- 
membered that over the past few months 
enormous amounts of short-term securities 
yielding a high rate of income have been 
placed in the market. This has been at- 
tributel to the money situation, which has 
rather frowned on large issues of long-term 
securities: 

Now as the money situation is easing 
somewhat, there seems to be developing a 
disposition to bring out convertible bonds 
rather than short-term notes. At any rate 
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it seems to be a nice question in the minds 
of corporate managers as to which form of 
security they will issue. 

Conditions in the security markets seem 
to be adding more weight to the convertible 
bond idea. In the climbing quotations 
there is something of an expectation that 
the conversion privilege will be of some 
value before a great while. The corpora- 
tions are watching every inch of advantage. 
If they are certain that the convertible 
bond is a favorite over the short-term note 
for the time being, we may expect to see 
a wave of this security. Improved condi- 
tions in the security markets certainly make 
for a better basis on which to float the 
bonds and save the corporations much in 
the cost of their money. 





Are We Really on the Mend?—There is a 
good deal of weight given to the amount 
of new financing done during a reasonable 
period. Market observers take this as some- 
thing of a guide-post to the immediate 
future. They try to fit the conditions in the 
security markets to the amount of new 
financing being done and then endeavor to 
read the signs of the times. 

There is something to be said for this 
method of diagnosing the situation, al- 
though there is much more to be said 
about the character of the financing rather 
than the amount. The type of security is 


about as good a finger-post as the total 


quantity issued. There are times when the 
predominance of one security, say short-term 
notes, for example, gives a good index to 
the situation. The character of the secur- 
ity may be said to show the nature of con- 
ditions existing, while the amount of the 
financing is a fair indication of the breadth 
of the investment market. But, of course, 
these two factors vary in their value. 

If the financing during July is to be ac- 
cepted as criterion, we are on the mend 
decidedly. And this for two reasons. Usu- 
ally in the midsummer the amount of new 
financing decreases noticeably. This year 
it has shown an opposite tendency, since 
the July figures were only a little short of 
June totals. 

Moreover, the character of the securities 
showed something of a change. There was 
a more scattered selection as to notes, 
stocks and bonds. There was a broader 
range of corporate activity. 

Again, the figures for July were more 
than twice the amount for the same month 
last year. If this means anything, it means 
that conditions are improved and may be 
expected to imorove further. This takes 
account of refunding issues, too. In recent 
months there has been much refunding, but, 
notwithstanding this, the situation is work- 
ing out as outlined. 
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INVESTMENT: The placing of capital in a more or less permanent way, mainly for the income to be derived therefrom 


Horse Sense in the Stock Market 


[The following article was awarded the prize recently offered by this magazine for 


the best letter telling the writer’s experience in the stock market. 


It is especially 


interesting as showing how a young man with very little knowledge of the markets 
made a success by applying to stocks the same hard common sense methods that he 
would have applied to any other line of business.—Editor]. 


HAPPENED to pick up a copy of 
| your magazine on the news stand 
a few days ago and got very much 
interested in it. It’s funny I never 
noticed it before. I shall read it regu- 
larly hereafter. I see you are offering a 
prize for the best experience in the stock 
market and that you don’t care anything 
about literary merit. You are kind 
enough to say: “Doubtless the $25 is not 
much of an object to you’’—but in that 
you are mistaken. Twenty-five dollars 
is always an object to me and I| fully ex- 
pect it always will be. 

I don’t know anything about writing 
magazine articles but I can tell you my 
experience right off the reel and you 
can fix it up to suit yourself if you are 
interested in it. I have made some 
money in stocks if that is what you want, 
so here goes. 

Along in 1903 I was in charge of a 
small department in the office of a big 
factory—never mind where, as I am still 
there though in a little better position 
and would not care to have everybody 
know just what I had done in the stock 
market. So please don’t publish my 
name if you print what I write. I was 
then 24 years old and was earning $40 
a week. My parents brought me up to 
be economical and I had saved up some 
money which I had deposited in three 
savings banks. I didn’t know anything 
about investing money and my only fear 


was that the savings banks might blow 
up some day. In fact it seems as though 
the reason I made money in stocks was 
because I did not know anything about 
them and knew I didn’t. On that ac- 
count I didn’t overdo things but was 
very cautious. 

In the fall of 1903 there was a lot of 
talk in the papers about a panic in stocks 
and so on with tables showing how much 
prices had dropped within a year or two. 
I had nothing else to do when riding to 
my work in the morning and I got in 
the habit of reading these articles. 

I couldn’t for the life of me under- 
stand why prices had fallen so much. 
Our business was good and growing 
right along and I knew of several other 
companies that were doing just as. well. 
It just seemed to me that everybody was 
scared to death about nothing. If that 
was so I reasoned prices would go back 
to where they started from after people 
got over their scare. 

Along towards the end of the year 
things seemed to quiet down consider- 
able, but prices were still about as low 
as ever. The more I thought about it 
the more convinced I was that prices 
would have to go back by and by to 
where they were before the so-called 
panic struck them. Finally I made up 
my mind I would buy something. I 
knew something about the Ontario & 
Western R. R., or at any rate I thought 
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I did. That stock was selling at about 
$20 a share. I made up my mind that 
the Ontario & Western road was going 
to stay right where it was and keep on 
doing business. The stock had sold at 
$40 two years before and I couldn’t see 
any reason why it should not sell at $40 
again. 

So I bought a little Ontario & Western 
at $20. Then I noticed Southern R. R. 
selling around $19 somewhere after hav- 
ing been above $40 a year or so before. 
I knew of course that the South was 
growing fast and I concluded to buy a 
little of that, which I did at $19%. Then 
it occurred to me that perhaps some of 
these companies might fail and they 
might happen to be the very ones I had 
bought. I thought it would be safer to 
buy quite a number of different stocks— 
then if one company failed I would stand 
a chance cf getting enough profit on the 
others to nake up for it. So I made up 
a list of tn stocks, five railroads and five 
other conpanies, all selling below $20 
and late m 1903 or early in 1904 I bought 
the same amount of each one. I find I 
have the stocks and prices paid in an 
old memorandum book, but not the ex- 
act dates. The full list was Colo. & 
Southern at 16, M. K. T. at 17%, On- 
tario & Western at 20, St. Louis & South- 
western at 13%, Southern Ry. at 19%, 
Am. Car & Foundry at 173%, Am. Loco- 
motive at 18%, Republic Iron & Steel at 
8%, U. S. Rubber at 14, U. S. Steel at 
14%, and Virginia Chemical at 20. Of 
course I only bought a small amount of 
each one. 

I didn’t know much about these com- 
panies, but my idea was to pick out some 
of the biggest ones whose stocks were 
selling below $20 a share. It looked to 
me like a bargain. I looked up to see 
what prices they had sold at in previous 
years and it seemed to me that every one 
of them ought to go back to where they 
started from, which would be more than 
double what I paid. But I concluded that 
I would be satisfied to double my money 
on any one or all of them. So I set a 
mark where I would sell each one, add- 
ing on % for commissions and $1 a share 
a year for interest on my money. 

Whether my reasoning was good or 
not the stocks all went up. I sold 6 of 
them at the prices I had set during 1904, 
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2 more in 1905, and the last 2 in 1906. 
The list of prices I got was Colo. & 
Southern 35%, M. K. T. 35%, Ontario 
& Western 41%, St. Louis & South- 
western 2734, Southern Ry. 42%, Am. 
Car & Foundry 37, Am. Loco. 37%, Re- 
public Iron & Steel 18%, U. S. Rubber 
29%, U. S. Steel 30%, Va. Chemical 
41%. 

Of course I felt pretty good over this 
and I suppose perhaps I would have got 
stuck on myself and started in to specu- 
late if it hadn’t been for my father. He 
lives out in the country but he has got 
a lot of sense. I wrote him what I had 
done after they were all sold out. He 
wrote back and said I had done fine but 
for Heaven’s sake to let well enough 
alone and not keep on speculating, if I 
did I would lose every cent I had made 
and more too. He said everybody did 
that, and reminded me of an old: yellow 
horse we had bought when I was a boy 
for $23. The horse turned out to be a 
good one only in poor condition and we 
drove him several years and then sold 
him for $75. The reason we got the 
horse for $23, father said, was because 
the owner was crazy to sell and the same 
thing wouldn’t happen more than two or 
three times in a whole life time. Now, 
said he, vou buy stocks the same way or 
else let them alone. 

T had a good deal of respect for the 
old man’s judgment and I knew what he 
said was true. So I made up my mind 
to forget all about the stock market and 
attend to business. Which I did for 
some time. 

Well, vou know all about what hap- 
pened in 1907. We were doing a good 
business but couldn’t get a cent of 
money. We had the devil’s own time 
getting money to pay off with. Every- 
thing seemed to be going to smash gen- 
erally and stocks were away down next 
to nothing and looked like going through. 
They all looked mighty cheap to me but 
T couldn’t vet up nerve to buy anything. 
Early in 1908, however, things began to 
quiet down and I asked myself seriously 
whether this was not another 1903, only 
worse. I wrote to father and he said it 
might be, he didn’t know. Finally I 
could not stand it any longer and made 
up my mind to try the same thing over 
again. JT made up a list of stocks and 
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bought one after another until I had ten 
of them. Here is what I paid for them: 
Erie 14%, Interboro 8, M. K. T. 1934, 
St. Louis & Southwestern 1214, Wabash 
R. R. 9%, Beet Sugar 1214, Bethlehem 
Steel 15, Corn Products 13%4, Pressed 
Steel Car 1934, U. S. Rubber 19. 

Only 4 of these doubled in 1908, but 
I got out of 5 more in 1909 at the prices 
I had set for them. One of them, Corn 
Products, acted like a sick puppy. I 
hung on to it till early in 1910 after 
everything else was sold and stocks all 
seemed to be going down, and finally 
pitched it overboard at 19%. I suppose 
if I had known anything about stocks I 
would never have picked out that one in 
the first place. Some of the others went 
only just about high enough to get me 
out but on the whole I thought I had 
pretty good luck. Of course I had more 
money to put into them in 1908, so I 
made quite a little money on the deal— 
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nearly $8,000, which looks like a nice 
bunch to me. 

Now I don’t suppose this experience 
will do you much good for, to tell the 
truth, I don’t believe I know much more 
about stocks now than I did in 1903. I 
intend to keep on minding my own busi- 
ness unless I see what I think is a sure 
thing. I go on earning my salary year 
after year and I know perfectly well that 
I couldn’t be a Wall Street man if I 
wanted to. I am going to read your 
magazine right along but don’t expect 
to trade in stocks unless I can buy them 
the same as father bought the old yellow 
horse—from a man who is crazy to sell. 
I have never seen that time since 1908. 
Perhaps I never shall see it again. If 
I don’t I won’t kick for the money I have 
made so far has come in mighty handy. 
For one thing I got married in 1910 and 
I don’t know as I would have had the 
nerve to ask her if it hadn’t been for that 
money. CauTIOUus. 





Hints for Investors 


T is advisable to get a letter of confirmation of the varicus statements that 


security salesmen make. 


discussed and ask the offering house for full information thereon. 
salesmen do not always know the security as well as they might. 


Jot down some of the most important points 


The 
There 


are others in the house who may understand the security more thoroughly. 
They oftentimes can tell the investor better what he wants to know. 





D° not lay to much stress on the prospects of a company. Remember, 
that an investment may be most wisely made it is necessary to give 
the future some consideration, yet the strictest adherence to scientific in- 
vestment means that the past and present of a company get the larger 


thought. 


assumed that the future will give a good account of itself. 
investor gets 


away from this principle the 


speculation. 


If they will bear the light of close examination it may be safely 


The farther 
the nearer he comes to 





|? is not wise to invest too heavily in securities of a company that depends 
too much on the personal element for the advancement or maintenance 
Good management is always necessary, but a great dependence 
on this one factor, which may change any day, shows the company is\fnot , 
as well balanced as might be. 


of business. 





D° not lay securities away too completely, merely clipping the coupons 
and accepting the interest check. Some watchfulness of them is only 


ordinary precaution. 
eccur that seriously affect values. 


In the course of years great and important changes 











The Reconstructed Erie 


Its Lines Are Being Reduced to a Water-Level Grade 
By JOHN T. WESTCOTT 








the Panama 


jt ke bigger than 


Canal.” 
What! The Erie Railroad? 

Yes. 

The Erie Railroad carries millions of 
tons more freight every year than the 
Panama Canal will accommodate and 
serves more people, who are both ship- 
pers and passengers, than the canal 
will ever serve. 

The Panama Canal is fifty miles 
long. Experts announce that, for the 
first year or two, the annual movement 
of traffic through the canal will be 
10,500,000 tons, probably reaching 17,- 
000,000 tons by 1925. For the fiscal 

ear closing June 30, 1912, the Erie 

ailroad carried 136,471,206 tons of 
freight the length of the Panama Canal. 
To float this tonnage would require 
nearly 27,294 vessels of 5,000 tons each, 
or nearly five times the tonnage ca- 
pacity, steam and sail, of all the mer- 
chant fleets of all the nations of the 
world. 


The United States is paying for the 
canal, but a large part of the commerce 
passing through it will have absolutely 
no connection with the United States 
or its people. The traffic of the Erie 
Railroad embraces shipments to and 
from every habitable part of the world, 
and our own people are interested in 
the movement of every pound of it. 

Last year the Erie Railroad carried 
over 25,000,000 passengers — a far 
greater number of people than the com- 
bined population of Peru, Colombia, 
Chile, Venezuela, Guatemala, Ecuador, 
Panama, Costa Rica, Nicaragua, Salva- 
dor and Honduras. 

To provide better facilities for 
handling the travel and shipments over 
its line, the Erie Railroad Company 
has now under construction two hun- 
dred and sixty miles of second and 
third track on its line west of Sala- 
manca, which will be completed in 
1913. Not only will the line from New 
York to Chicago be then double tracked, 
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NEW TRACK TO BE USED FOR WESTBOUND TRAFFIC—OLD LINE TO BE RETAINED AS 
EASTBOUND LINE. 








THE RECONSTRUCTED 


ERIE. 











FILI. FOR NEW DOUBLE-TRACK LINE, TAKING OUT SAG IN OLD LINE, WHICH WILL RE 
ABANDONED. 


but three and four tracks will be avail- 
able in the territory having the heaviest 
traffic. 

Some idea of the magnitude of the 
construction work now under way may 
be obtained from the accompanying 
illustrations. 

The foregoing is from a pamphlet 
issued by the Erie showing photo- 
graphic progress of the work. Believ- 
ers in Erie would do well to write R. 
H. Wallace, general passenger agent, 
50 Church street, New York, and se- 
cure a copy. 

Anyone who understands how a fun- 
nel works can readily appreciate Erie’s 
traffic difficulties in the past. The pe- 
culiar feature of a funnel is that you 
can’t crowd things through the narrow- 
est part of it as fast as you can put them 
in where it’s wide. The worst funnel 
on the Erie used to be the Bergen tunnel. 
Now it’s up in that little western cor- 
ner of its native State, with sundry 
strictures and hour-glass formations 
through Pennsylvania, Ohio and 
Indiana. ‘ 

By October of this year we are prom- 
ised that all Erie’s bothersome funnels 
will have been removed by the com- 
pletion of the remaining double track 
construction between New York and 
Chicago. 


Once, in the Lincoln Park Zoo in 
Chicago | saw the keeper performing 
some sort of an operation on the tail 
of a tiger. Upon inquiry I found that 
the animal was suffering from a rub- 
ber band which a mischievous boy had 
slipped over the tip of the tail, The rub- 
ber band had stopped the circulation, 
producing inflammation and worrying 
the beast almost to death. Jay Gould and 
his shadows were the boys who slipped 
the tight band of overcapitalization on 
the after-part of Erie, and the poor thing 
has suffered from restricted circula- 
tion ever since. 

In the seventeen years ending June 30, 
1912, Erie spent $53,000,000 for new 
construction and equipment. In the 
fiscal year just ended it spent $20,000,- 
000, eliminating funnels—in’ track, 
grade and equipment. So you can see 
how rapidly Erie’s circulation should 
improve from now on. Lack of facili- 
ties forced Erie both to turn away busi- 
ness and refrain from going after it. 
Hence there is reason in President Un- 
derwood’s statement that the improve- 
ments under way will add another 
$10,000,000 to Erie’s gross earning 
power, of which one-half should be net. 
He doesn’t say how soon this state of 
comparative opulence will be enjoyed, 
for it takes some time for steam shovel 
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GRADE REDUCTION FOR NEW 


operations to appear in net income. 
Then there are the increased fixed 
charges to be met. But it is estimated 
that Erie will show upwards of 4 per 
cent. on its common for the 1912-13 
fiscal year and a further increase for 
the next period. But even if 5 per cent. 
for 1913 and 6 per cent. for 1914 were 
realized, we doubt if the common 
stockholders would be blessed with a 
dividend. 

After restoring the circulation of the 


DOUBLE-TRACK-—-OLD LINE TO BE ABANDONED. 


Erie system there remains the further 
task of building up the road’s credit. 
This cannot be done by borrowing with 
one hand and paying dividends with 
the other. Earnings should be put 
back into the property, then eventu- 
ally the company will have credit of 
which it may be proud. 

If I were buying Erie first preferred 
at 45 I’d tack a couple of years’ interest 
on it now and call the cost 50. Then 
I'd forget about it till 1915. 





Hints for Investors 


—er into the merits of an industrial security much more carefully 
than into a railroad security, no matter what banking house offers it. 
There are certain standards of measurements that fit railroad securities 


which make them more easily judged than industrials. 


The bankers them- 


selves: sometimes make serious mistakes in judging industrial bonds and 


stocks. 





HE securities of a holding company for a large group of public utility 
corporations are much more complicated investment than any one of 


the underlying securities. 


And because they are so complicated they often 


hold a great deal of risk. The status of the underlying companies indivi- 
dually is the basis upon which to buy the holding company’s securities. 
If they show up well the holding company’s bonds will prove up. 











The Story of a Successful Small Investor 


Starting Years Ago With One Share Purchases, He Is Now Making 
Big Interest on His Capital 


By RICHARD D. WYCKOFF 








(Continued from August Issue.) 


66—09 UT you must be very careful 
when you buy under those 
conditions, must you not?” 

“Yes, I never go into anything that 
hasn’t in my opinion got the value behind 
it. For if the value is there it will even- 
tually show in the price and in time I'll 
come out all right. That is where dis- 
crimination is valuable—in the selection 
of stocks.” 

“But first tell me more about the time 
to buy,” I requested. “We are in a bear 
period and you have made some money 
on the long side. How did you decide 
when to act?” 

“The first thing I examine each day is 
the average prices of the railroad and in- 
dustrial stocks. This keeps me from be- 


ing carried away from my bearings by 
special movements in a few stocks. - It 


gives me the relative position. In March 
[ saw that the railroad stocks were down 
to the low levels of 1911. Some stocks 
were higher, some lower. Certain issues 
were very cheap from the standpoint of 
earnings, dividends or prospects. I didn’t 
know how much lower they would go, 
but I was willing to buy some then, and 
1 did.” 

“And you take a quick profit when you 
get it?” 

“Not always. But if I buy a dozen dif- 
ferent stocks at what I consider a rallying 
point in a big decline I will usually let at 
ieast half of them go if the rally comes.” 

“Have you any rule that you follow?" 
I inquired. 

“No. Value is the first consideration, 
but I sometimes buy a stock because it 
holds very strong when the rest of the 
market is weak—providing of course I 
consider it cheap at the price. Then I will 
often buy another for the very opposite 
reason—because it has declined out of 
proportion to the others. Often there is 
a special cause for this. The break in 


Erie these recent months has no doubt 
been due to foreign liquidation. I believe 
the road can be financed from now on, as 
its most critical period passed five years 
ago, so I felt safe in buying. The way 
it rallied proved my judgment correct.” 

“But,” I interposed, “suppose after 
you had first bought, at 26, Erie had gone 
on down to 22; would you have bought 
the second lot while you had the first ?” 

“Of course, for I treat each purchase 
as a separate transaction, not in any way 
related to the others, whether it be the 
same or a different stock. If I had 
bought the second lot before selling the 
first, my average cost would have been 
24.” 

“Do you believe in averaging as a gen- 
eral rule?” 

“Well, I don’t believe in laying out a 
certain line of scale orders such as 26, 24, 
22, etc., because that makes it too me- 
chanical. I prefer not to have my judg- 
ment hampered by any set of orders. I 
want to be free to buy when I think it’s 
time to buy, and sell the same way. Scale 
orders would make me buy next week 
just because I now think a stock would 
be a purchase at a certain figure. If I 
keep free of those things I can get better 
results.” 

“You see,” he continued, “I try to be 
like a man who owns a retail store. He 
has a lot of goods which he’s always glad 
to sell. If he doesn’t sell them he can’t 
buy any more. The successful merchant 
always has money and goods. The suc- 
cessful investor, according to my plan, 
has both money and stocks. He likes a 
profit because it yields interest on his 
money and gives him cash for another 
purchase. That’s how he keeps his op- 
erations healthy and himself mentally and 
financially flexible.” 

“Then I take it you don’t give orders 
in advance at a stated price,” I observed. 
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“No, I look over the transactions every 
night and make up my mind whether I 
want to do anything at the prevailing 
level of prices. If so, I drop a note to 
my bank and the bank buys or sells at 
the opening prices next day, which on the 
average don't vary much from the night 
before. This, you see, is following out 
my idea of acting when it is time to act. 
If I were to place an order with my bank 
to buy at a fixed price I would, part of 
the time, be unable to benefit by the 
chance presented. That is, if I decide to 
buy a stock which closed that night at 
50 and I should limit my order to 50 I 
would miss it if the lowest price next day 
were 50%. My point is that a fraction 
either way is of no importance. The 
main thing is to act at the proper 
moment.” 

“T get your point,” said I. “You cer- 
tainly have gone deeply into this subject.” 

“You've got to do that in everything. 
But most people don’t use horse sense in 
this investing business. Take their 


choice of stocks as an example. So many 
go into these obscure issues where they 


pay more than the last sale when they 
buy and when they want to sell, the best 
bid is points away. Then they buy these 
very low-priced stocks because they look 
cheap, and seem safer. As you know, 
a stock don’t sell at 150 unless value and 
dividends put it there, while anything be- 
low 20 is often very speculative and of 
doubtful value. Therefore the very low- 
priced stocks are the worst things to go 
into without a good knowledge of what 
you are buying. I favor the medium- 
priced stocks selling above 20 because I 
can generally get value there, and the 
percentage is greater for every one point 
profit that is realized.” 

“Yes, I see the advantage,” said I. 
“One point profit on a twenty-dollar stock 
is five per cent. on your capital. On a 
hundred-dollar stock it would be only one 
per cent.” 

“That's it exactly and it’s one of those 
things you may as well take advantage of. 
For while the hundred-dollar stock may 
move two points to the other’s one, you 
still are three per cent. to the good by 
dealing in the twenty-dollar stock, and 
when prices are reasonably low you can 
get’a lot of good dividend payers among 
stocks in the thirties, forties and fifties.” 
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“I presume you now deal in much 
larger units than the one-share lots 
with which you started,” said I. 

“Yes, I do,” he replied, “but instead 
of making each purchase a certain 
number of shares, I now work with 
units of one thousand dollars each. In 
this way the division of risk is better 
accomplished. One thousand dollars 
will buy forty shares of a stock selling 
at 25 or fifty shares of another at 20, 
or twenty shares of another at 50. Nat- 
urally the larger quantity of the lower- 
priced stock makes more money for 
every point it advances, and I always 
like to get what I consider a good 
sound stock at these low figures, but 
that does not lead me to ignore the 
better and often more meritorious is- 
sues at higher prices. As you see, each 
time I make a purchase I am putting 
one thousand dollars out at what I hope 
to be good interest. If I were to buy 
a uniform quantity—say 25 shares—I 
would be investing twelve hundred and 
fifty dollars in the case of a $50 stock 
and only five hundred dollars in a $20 
stock. This plan would mean an un- 
equal division.” 

“But you don’t mean to say. that, 
starting with one-share purchases in- 
volving twenty-five, fifty, or one hun- 
dred dollars each, some fifteen years 
ago, you have built your units up to 
one thousand dollars each.” 

“Some of them I have. It sounds 
incredible, doesn’t it? But just figure 
out what you can do with one hundred 
dollars if you make it earn (including 
dividends) an average of not less than 
20 per cent. per annum for nine years 
and somewhere along the way you 
double it.” 

I took a pencil and figured. 

“That’s right,” I exclaimed, “vou 
would run it up to one thousand dol- 
lars in ten years if you used’ your prof- 
its, and you’ve been working longer 
than that. It’s astonishing what can 
be done with a little money.” 

“Yes and just think back over the 
past ten or twenty years,” said he, 
“and you will recall many instances 
where an investor could have doubled 
and trebled and quadrupled his money. 
Here’s one that everyone remembers— 
Steel common in the 1907 panic—if 











you bought at 23 you could have sold 
at 92. That’s four times the cost— 
that’s quadrupling your money, isn’t 
it?” 

“Yes,” I replied, “although few peo- 
ple did it.” 

“But even if you got in at about 
30 and sold at 75 that will be 150 per 
cent. on your capital.” 

“Quite true and no doubt many in- 
vestors did as well as that,” said I. 

“I don’t need to explain these points 
to you, but lots of people scoff at these 
things because those who do invest 
profitably seldom say anything about 
it. In the long run, however, I con- 
sider the five, ten or twenty per cent. 
profits in addition to the dividends the 
objective point of my operations.” 

“No doubt you put new capital into 
your investments from time to time?” 

“I do because my regular business 
is very profitable and when I with- 
draw what has accrued I don’t know 
of any better way of employing it than 
that which I have described.” 

“Do you always work in the lower- 
priced shares?” I asked. 

“Not always. At times I buy stocks 
like Union Pacific, and even Canadian 
Pacific. But these instances are rare. 
Union Pacific looked very cheap to 
me on that second slump after the 
panic of 1907, and I bought some 
which I turned over later at some- 
where around 155 or 160. That was 
about 50 per cent. on my money, be- 
sides dividends; but see how much 
faster the same money would have 
multiplied in a low-priced stock that 
rose from 20 to 40. I’d have made 
100 per cent.” 

“And,” said I, “the chances are that 
the lower-priced stock would have 
gone up twenty points while the other 
was rising fifty—that is under ordi- 
nary circumstances.” 

“True, and if you buy something 
that is bound to grow it may advance 
a good deal more. I try to favor the 
stock of a railroad or industrial that 
has the kind of traffic, or manufac- 
tures something which is in constant 
demand, like coal, iron ore, steel, cop- 
per. I don’t like to have even a small 


interest in an enterprise that fluctuates 
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stantial stocks—of companies which 
are not managed with one eye on the 
ticker—and you've got a better chance. 
Of course, I’ve gone into all kinds of 
stocks in the past. Some of them 
looked like pure gambles when I 
bought. I’ve paid assessments on 
some and came out with a profit.” 

“Great Western, for instance?” I 
asked. 

“No, I didn’t have any Great West- 
ern when it went to pieces. I like 
roads that run somewhere and have 
terminals in big cities or are trunk 
lines through important territories. I 
bought Atchison years ago in the low 
figures—only a small lot—but it made 
a big percentage for me. I bought 
B. & O. in the 30’s and sold it at par 
in two or three years. . Norfolk & West- 
ern has been another good friend of 
mine. Did you ever know that this 
stock sold at one-eighth—$12.50 for 100 
shares ?” 

“I remember that it sold very low 
before the re-organization,” said I. 
“There were some great chances in 
those days.” 

“We'll see them again,” he answered. 
“In spite of all the recent dullness do 
you know that a certain stock has ad- 
vanced 80 per cent. from its recent 
low price?” 

“No,” said I, suspecting a joke; 
“what stock is that?” 

“San Francisco common advanced 
from 2% to 5. I happen to know be- 
cause I bought some at 3 and sold it 
at 4%. Made, let’s see, $369 on 300 
shares costing $937.50; that’s nearly 
40 per cent., isn’t it?” 

“Yes, but wouldn’t you call that 
more of a speculation than an invest- 
ment?” I asked. 

“You judge from the fact that I 
made a ‘turn’ in it; had this not been 
possible I should still be holding the 
stock, and if an assessment was called 
it would be my intention to pay it. 
But having made this liberal return on 
my principal I am in a position to buy 
again if the stock declines. Then if an 
assessment were called I would probably 
get new preferred stock for what I paid 
in, and in time another profit should ap- 


pear. 
(To be continued.) 















Earnings and Dividends 


The Position of Standard Stocks Viewed in Perspective 
By GEORGE C. MOON 








ONTINUING our discussion of 

( the position of different stocks 
as brought out by graphic illus- 
trations showing earnings and dividends 
for a series of years, we will consider 


first— 


AM. BEET SUGAR. 


ROBABLY no stock has run the 
gauntlet of critical comment more 
constantly than Beet Sugar common 
since tariff revision came up for discus- 
sion. Beet sugar interests loudly be- 
wailed the proposal to lower the measure 
of protection formerly enjoyed and 
characterized the contemplated reduction 
in duty as nothing short of destruction 
to the industry. In the midst of the agi- 
tation the directors of the American Beet 
Sugar Company voted to suspend com- 
mon dividend. In many quarters that 
action was looked upon at the time as an 
object lesson to Congress rather than a 
retrenchment caused by the vicissitudes. 
Whatever the true motive, the official 
yearly report of earnings which followed 
presented figures showing a great slump 
in net profits for the current year. 

The initial dividend putting common 
on a 5 per cent. basis had only been paid 
a little more than a year previously. 
This was the first payment common 
shareholders had ever received and the 
suspension referred to was a grievous 
disappointment rendered all the more 
acute because earnings had been mount- 
ing continuously, and the stock was 

rowing in public estimation and becom- 
ing more widely distributed. 
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The story told by the graphic is an 
interesting commentary on the suscepti- 
bility of the industry to adverse condi- 
tions. As the line of earnings shows, 
the percentage earned on common rose 
from one per cent. in 1907 to 13% per 
cent. in 1912. This growth in the vol- 
ume of earnings had all the earmarks of 
a healthy expansion. Ouite naturally 
sentiment was totally unnrenared for the 
drastic slumn shown to have taken nlace 
in the twelve months ended in March 
last. The situation officially shown to 
exist has aroused a distrust of the merits 
of the common issue that will be diffi- 
cient to allay. But perhaps when the 
tariff tangle is smoothed out it will be 
discovered that the situation of common 
is not as desperate as might be inferred 
from the business results of the last fiscal 
year. 


ATCHISON, 

SATISFACTORY volume of earn- 
ings on Atchison common is 
shown for each of the eight years pre- 
sented by the graphic. The uniformity 
in earnings during the last four years is 
rather remarkable. This stability must 
be regarded as a favorable influence in 
an analysis of the future, particularly as 
those earnings were maintained at a sat- 
isfactory plane under conditions not al- 

together favorable. ’ 

The outlook is of a character to in- 
spire confidence in the stability of future 
dividends. The growth of the territory 
served and the important relation of the 
system to transcontinental traffic fully 
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DIVIDED 


warrant an optimistic interpretation of 
the outlook for this road. 

Common dividends have always been 
kept within conservative figures. An 


initial payment was made in 1901 and a 
4 per cent. basis maintained up to 1906. 
The six per cent. rate now being paid 
is the highest percentage distributed at 
any time in the company’s history. 


ERIE FIRST PREFERRED. 


OR several years extensions, better- 
ments and double-tracking have 
been constantly in progress on the Erie 
system. This improvement in the 
physical condition of the property is re- 
flected in the percentage earned on the 
first preferred stock, as illustrated in the 
graphic. 

It is generally conceded that the first 
preferred will be put on a dividend basis 
in the near future. Many guesses are 
current as to the probable date when this 
will be, but irrespective of the actual 
time it is evident that the large percent- 
age earned on the issue in question justi- 
fies the hopes entertained. It has taken 
a long time for this road to reach its 
present position. Its progress, however, 
has been uniformly in the right direction 
and the consummation of the plans 
which have guided the rehabilitation 
operations will place Erie on a much 
higher plane as a productive property, 
than many now believe possible. 


LOUISVILLE & NASHVILLE. 


WITH the exception of a poor year in 

1908, when earnings fell off 
sharply under drastic business condi- 
tions, Louisville & Nashville has shown 
a high ratio of earnings on common. 
Extraordinary drawbacks incident to 
operation during the fiscal year just 
ended account for the reduced earnings 
in 1913. But they are nevertheless of 


sufficient magnitude to warrant the high 
standing which the stock has attained as 
an investment security. 

The road is controlled by the Atlantic 
Coast Line but is operated independently 
—the control being exercised through 
ownership of a majority of the capital 
stock, which was acquired as an outcome 
of the historical Gates coup in 1902. 

The territory through which the road 
runs is a most favorable one and the vast 
traffic originating on the company’s lines 
accounts in a large measure for the 
prosperity which the road has reached. 
Despite serious calamities from floods 
and other causes met with in the past on 
the southern section of its line the road 
has always managed to pull through in 
good shape and there is every reason to 
believe it will continue to do so. 


NORFOLK & WESTERN. 


THE strong dividend position of Nor- 

folk & Western common, as dis- 
played in the graphic here produced 
must be construed as proof that divi- 
dends are kept well within earnings. A 
less conservative managerial policy 
would undoubtedly have utilized some of 
the surplus earnings to boost the divi- 
dend record. Undoubtedly Pennsyl- 
vania’s voice in the management had a 
great deal to do with the position taken. 
As it stands the record is a good one 
from a business standpoint and needs no 
apology. 

Beginning with a modest 2 per cent. 
in 1901, the rate has been increased 
gradually to the 6 per cent. now paid. 
Maintenance and betterments have al- 
ways been liberally provided for and the 
physical upkeep of the road maintained 
at a high standard. Methods of this 
kind beget confidence and should im- 
press an investor who is satisfied with 
legitimate results. 
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est. 


It is the best policy in the long run 
and imparts a solidity to the investment 
that under different methods would be 
wholly lacking. 

ST. PAUL. 

[\ building the Puget Sound extension 

St. Paul undertook a heavy task, one 
that in the opinion of many was so far 
ahead of its time that disaster seemed in- 
evitable. More recent developments 
have changed the character of the omi- 
nous predictions. From an unprofitable 
annex, the extension is rapidly becoming 
a valuable producer and promises to 
eventually add largely to the net income 
of the whole system. Already the bene- 
ficial effect as shown in the operating re- 
sults for the fiscal year 1913 have helped 
to bring about a complete reversal of the 
poor situation of 1911-12, which forced 
a reduction in the dividend rate of two 
per cent. 

The graphic shows the change for the 
better for the twelve months ended June 
30, 1913. The probability that the im- 
provement will be held is good and the 
market action of the stock indicates its 
return to the former status of the stock, 
which was that of a high grade invest- 
ment issue. 

SOUTHERN PACIFIC. 


VER since the dissolution decree in 
the Union Pacific case was handed 
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CHIC. MIL. & ST.PAUL Con. 


OF 


WALL STREET. 


down by the Supreme Court, the affairs 
of Southern Pacific have occupied a 
prominent place in the financial discus- 
sions of the day. Differing opinicns 
are freely given in regard to the divi- 
dend prospects of the capital stock and 
in some circles grave misgivings enter- 
tained. 

A glance at the lines of the accom- 
panying diagram ought to be reassur- 
ing. It is clearly shown that the shires 
are in a good position in respect to 
dividends. The margin of safety is 
satisfactory—abundantly so in each 
year during the period plotted in the 
graphic. Even in the poor years oi 
1908 and 1912 earnings were ample to 
meet all requirements and leave a fair 
surplus besides. 

A study of all ascertainable facts re- 
lating to the future does not lessen faith 
in the integrity of the dividend status 
of the stock, but rather serves to 
strengthen it. It is the uncertainty 
still connected with the dissolution 
problem which is now advanced by 
some as ground for distrust; but proper 
reflection should dissipate apprehension 
from such a cause. The company’s 
property or earning power cannct be 
exploited to the disadvantage of the 
shareholders. An opportunity will be 
lacking even if the desire were present. 
Recent events have shown that the 
company’s rights will be jealously 
guarded from several sides against in- 
vasion. Any danger from such causes 
is too remote to be worthy of serious 
consideration. Southern Pacific has no 
preferred stock outstanding. An issue 
of preferred was created in 1904 but 
was retired in 1909. Consequently the 
capital shares are all of one class. A 
broader and more active market should 
be one result of the dissolution, as the 
floating supply will be greatly in- 
creased thereby. 


VIRGINIA-CAROLINA CHEMICAL. 
THE excellent dividend record of the 

preferred issue has created a sen- 
timental respect for Virginia-Carolina 
Chemical common beyond that which 
its actual position would ordinarily in- 
vite. The preferred has paid 8 per 
cent. continuously in each year since 
the company was organized eighteen 
years ago. But holders of the common 
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shares were not so fortunate in respect 
to income return, as the disbursements 
were made at irregular times and at 
varying rates. At the outset the distri- 
bution on common was at the rate of 
+ per cent. per annum and remained so 
for several years. In 1903 dividends 
were suspended entirely and not re- 
sumed until 1909. In June of the pres- 
ent year they were again passed. 

As the graphic shows, earnings on 
common have varied greatly. The high 
record of net reached in 1910 was so 
far in excess of the average normal 
that it gave rise to sanguine expecta- 
tions of prosperity, which, however, 
have not since been realized. Immedi- 
ately thereafter the volume of net nar- 
rowed sharply and later earnings have 
not shown any resiliency. In fact, the 
official returns for the last fiscal year, 
which ended on May 31, shows that the 
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common earned only one-half of one 
per cent. during the twelve months 
named. For some time it had been 
understood that conditions in the cot- 
ton oil branch were unfavorable and 
the position of the company’s business 
as a whole foreshadowed the passing 
of common dividends. Consequently 
it was not altogether a surprise when 
it was learned the management had de- 
cided to defer action on the June divi- 
dend. 

Possessing vast properties and being 
otherwise well equipped to carry on 
its business the company is in a good 
position to revive its fallen fortunes, 
which to a large extent have been the 
result of unusual circumstances. There 
is justification for confidence in the 
company’s future. 


(To be continued.) 
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Monthly Net Earnings - 








7 HIS table gives the returns of the principal railroads down to latest dates available, 


and should be studied in connection with the “Bargain Indicator,” 
annual results, and the “Investment Digest,” 


be found. 


Atch., Top. & S. Fe 
Atlantic Coast Linet.......June 
Baltimore & Ohio June 
Boston & Maine May 
Buff., Rochester & Pittsh. .Tune 
Canadian Pacifict Tune 
Central of Georgia........May 
Central R. R. of N. J..... May 
Chesapeake & Ohiot June 
Chicago & Altont June 
Chic., Burl. & Quincyt....June 
Chic. Great Westernt June 
Chic., Mil. & St. Paulf....June 
Chic. & Northwesternt....June 
Cleve., Cin., Chic. & St. L. .June 
Colorado & Southern 

Delaware & Hudson 

Del., Lack. & Western 

Denver & Rio Grandet 

Eriet 

Great Northern 

Hocking Valley 

Illinois Centralt 

Kansas City Southern 

Lake Erie & Western 

Lake Shore & Mich. So.... 
Lehigh Valley 

Long Islandt 

Louisville & Nashville..... May 
Michigan Central 

Minn. & St. Louist 

Minn., St. P. & S. S. Mariet.June 
Mo., Kansas & Texas 

Missouri Pacific 

National Rys. of Mexico...June 
N. Y. Cen. & Hud. River. .June 
N. Y., Chic. & St. Louis... June 
N. Y,, N. H. & Hartford. .May 
N. Y., Ont. & Westernt...June 
Norfolk & Western June 
Northern Pacifict June 


Pennsylvania R. R.t une 
Pere Marquettet 

Pitts., Cin., Chic. & St. mee une 
Reading Companies ... .. May 
Rock Island Lines.... gene 
Seaboard Air Li une 
St. Louis & San Fran.t...June 
St. Louis Southwestern?...June 
Southern Pacifict 

Southern paneer 

Texas & Pacific 

Tol., St. L. & Westernt... 

Union Pacifiet 

Wabasht 

Western Maryland 

Wheeling & Lake Erie 


Current 
month. 


June $2,752,644 


528,093 
2,300,286 
790,323 
324,455 
3,627,754 
133,490 
911,855 
950,361 
51,339 
1,257,127 
297,985 
2,342,576 
2,298,836 
359,066 
209,247 
754,395 
1,179,366 
341,545 
1,758,593 
2,390,460 
320,075 
1,227,304 
268,842 
112,470 
1,383,031 
1,132,826 
455,669 
878,716 
892,551 
208,996 
348,106 


1, 199,206 
1,942,611 
4,037,508 


une def. 2,309 


372,979 
1,744,795 
2,137,907 

581,440 


152,195 


Change from 
last year. 
—$384,236 

+ 119,650 
174,230 
—432,682 
-41,093 
218,849 
77,247 
+538,415 
116,930 
— 230,352 
+ 1,420,755 
+93,438 
+ 162,467 
—295,589 
—223,036 
—4,407 
—389,099 


+110,550 
+33,176 
+ 16,081 
—79,658 
—639,210 
+82,937 
— 286,497 
+115,687 
+35,255 
—66,300 
—154,994 
+ 280,873 
—847,121 
—95,460 
—31,770 
—440,117 
+42,896 
+ 24,503 
+458,392 
+242,544 
—219,440 
—590,721 
+1,182,228 
—674,436 


—30, 574 


*Fiscal year ends June 30. tFiscal year ends Dec. 
§These Saeko are in Mexican currency. 


31. 
{Includes Chic. -» Mil. 


Fiscal yr. 
to date. 

$39,253,716* 
10,036,063* 
27,776,494* 
9,245,600* 
3,281,354* 
46,245,874" 
3,401,156* 
12,535,709* 
9,303,934* 
1,893,613* 
27,840,544* 
3,303,350* 
31,200,087* 
24,660,769* 
1,681,6357 
4,454,705* 
4,297,105¢ 
1,296,969* 
6,450,559* 
16,509,732* 
32,825,951* 
2,833,801* 
11,250,848* 
3,959,152* 
526,645* 
8,723,064t 
13;935,552* 
815,733t 
13,944,492* 
4,775,874* 
2,617,373* 
8,015,490* 
9,537,846* 
16,037,386* 
21,126,335* 
13,500,966+ 
1,224,357¢ 
19,354,819* 
724,216* 
15,174,108* 
24,312,632* 
18,096,162¢ 
2,988,441* 
2,060,212¢ 
24,044,523* 
18,860,833* 
6,846,252* 
13,375,842* 


1 ‘847, 171* 


Change from 
last fisc. yr. 
+$2,774,560 

+ 501,342 
—108,291 
526,393 

+ 203,216 

+ 2,947,630 
—382,841 

+ 1,489,552 
—1,341,096 
-1,260,681 
+5,190,184 
+ 922,821 
+9,199,916 
+3,738,002 
—1,230,193 
+110,333 
+924,128 
+ 2,736,347 
+ 1,054,300 
+ 2,961,819 
+4,275,898 
+ 109,164 
+-3,438,130 
+1,019,132 
+ 49,246 
+-979,464 
+ 1,749,867 
+ 160,620 
—1,695,799 
+ 570,298 
+1,173,665 
+ 1,619,348 
+2,556,976 
+ 3,848,677 
— 1,886,201 
+ 2,400,004 
—215,174 
1,269,630 
+926,739 
+1,108,301 
+-2,473,531 
+111,880 

+ 463,698 
— 2,473,660 
+7,310,211 
+ 907,473 
+1,121,435 
+1,749,603 


+3,722,553 
+1,795,748 
—712,189 
—356,458 


which shows 
where other details of earnings will often 


Stock outstanding 
(in millions). 
Pann: ? mall 


Pref. 
114 


66 
15 

None 
19 

None 
41 
116 


22 
10 
ist, 8; 2d, 8 
None 
None 
49 
Ist, 46; 2d, 16 
209 
None 
None 
21 
11 
None 
None 
None 
None 
5 
12 
13 
None 
Ist, 57; 2d, 240 
. None 
Ist, 5; 2d, 11 
None 
None 
22 
None 
None 


27 
Ist, 3; ta 42 


Ist, 4, 24, 15 


None 
60 

None 
10 
99 
39 


10 
Ist, 4; 2d, 11 


tNet earnings are after deducting taxes. 


& Puget Sound. 


Com. 
174 


110 
45 
116 
130 
47 
31 
42 
30 
38 
112 
None 
11 
109 
30 
11 























The Investment Digest 








HE items below are condensed from leading financial and investment publications 

and from official sources. Neither “The Magazine of Wall Street” nor the authori- 

ties quoted guarantee the information but it is from sources considered eresteerth 

We endeavor to present in a few words the essential facts in regard to each company. 
For additional earnings, see also “Bargain Indicator” and “Monthly Net Earnings.” 


American Agricultural Chemical.— 
EARNED OVER 6% in yr. ended June 30, 
which compares with div. requirements of 4%. 
Last 2 fisc. yrs. have been rather unsatisfac- 
tory but in 1911 9% was shown and in 1910 
10.5%. This Co. has done well in comparison 
with other Cos. in the same line, as the Inter- 
national recently passed its pref. div. and Va. 
Co. will probably pass its 3% com. div. The 
American Co. expects to maintain 4% com. 
div. 

American Beet Sugar.—CROP PROS- 
PECTS.—Estimated that Beet Sugar crop in 
U. S. will be about the same as last yr. Some 
curtailment of acreage on account of tariff 
reduction, but this has been offset by increased 
acreage in other sections. Condition of grow- 
ing beets is good, though rain | is needed in 
some localities. Reduction of 2 in sugar 
duties will probably not go into oe before 
March and free sugar will begin May 1, 1916, 
on basis of present bill. Reduction of 25% is 
not feared but free sugar will eliminate beet 
sugar industry eo U.S. 

American Can. —NEW MACHINE.—Co. 
is preparing to put a cheap change-making 
machine on the market this fall, a sort of 
little sister to the adding machine which was 
brought out the first of this yr. Output of 
adding machines is now 100 per day and will 
be increased to at least 200 per day. Demand 
for it is larger than anticipated. All plants 
of Co. are operating full and this year’s pro- 
duction will be higher than ever before. Net 
earnings are expected to show an increase of 
$1,000,000 over 1912, which would permit pay- 
ment of all fixed charges and balance of ac- 
cumulated divs. on pref. besides leaving a 
small balance for the com. 

American Car & Foundry—ANNUAL 
REPORT showed financial condition of Co. 
equal to any time in its history. Total earn- 
ings were $1,200,000 better than prev. yr., 
while $1,000,000 more than last yr. was 
charged off for maintenance and depreciation. 
Amount applicable to com. divs. was over 4%, 
against about 244% prev. yr. 

American Hide & Leather.—FAIR 
YEAR’S BUSINESS.—For fisc. yr. ended 
June, 3.6% was earned on pref. stock, against 
2.8% in 1912 and an average of 2% for the 
prev. 11 yrs. Working capital aoe 30 was 
$8,996,000 and bonds outstanding in hands of 
public $5,506,000, leaving a surplus of net 
quick assets over bonds of $3,490,000. As 





both com. and pref. stocks are now selling in 
the market at about $3,350,000, it is evident 
that plants and good will of Co. have a mar- 
ket valuation of less than nothing. 

American Cotton Oil.—UNSATISFAC- 
TORY RESULTS.—Representative of Co. 
says: “This year’s business has been marred 
by poor quality of cotton seed. Safe to say 
that earnings will not be as good, by consider- 
able, as last yr.’s showing of 6%% on com. 
stock. Expenditures for repairs and better- 
ments will perhaps be somewhat larger than 
average—somewhere around $500,000. Cot- 
ton oil demand is very dull at present. Con- 
sumers are not buying a drop more oil than 
actual immediate needs.” 

American Ice.—A SUCCESSFUL YEAR. 
—The 12 mos. ending October 31 are likely 
to be best since 1906. Co. will show at least 
$1,000,000 over last yr. in surplus after charges, 
and per cent. on stock should be over 9% 
compared with 2.5% in 1912. Co. will pay off 
all of its notes due this year as large amount 
of cash on hand has made extensions of notes 
unnecessary. It is believed that pref. stock 
will shortly be in line for back divs. 

American Light & Traction —GOOD RE- 
SULTS.—For year ended June 30 gross and 
net earnings were largest in history and sur- 
plus com. stock equalled 25.4% against 26.2% 
prev. yr. It is a practical certainty that the 
current 10% stock div. on the com. will be 
continued, as stock was recently increased to 
$40,000,000 in order to provide for such pay- 
ment. Only about $1,750,000 of the original 
$15,000,000 stock issue remains in the treasury. 

American Locomotive—RESULTS FOR 
YEAR ended June 30 will show about 12% 
on com. stock after pref. div. and liberal 
allowance for depreciation. This compares 
with 10-year average of 5.3% Co. has had no 
labor difficulties this yr. and plants have ope- 
rated better than 80% of capacity. This fall 
Co. will have to provide for $2,000,000 notes 
and about the same for each of following 4 
years. Plants are booked ahead to about 
October 1. New orders slack at present. 

American Malting—RESULTS FOR 
YEAR ended Aug. 31 will not compare favor- 
ably with 1912 and will probably be below the 
average for 5 yrs. Poor earnings are due to 
high prices for barley and increased competi- 
tion. 

American Public Utilities. — GOOD 
EARNINGS.—When Co. was organized in 
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1912: it was estimated that gross earnings 
would increase 12% during first yr. With 8 
mos. passed, including worst portion of yr., 
actual increase is approximately 14%. This 
figures out 744% on com. stock for the 8 mos. 

American Smelting & Refining —CON- 
DITIONS IN MEXICO.—Officials now ad- 
mit that the situation in Mexico is very bad. 
It is estimated that Co. is not operating more 
than 30% or 40% of capacity of its Mexican 
plants. 


American Steel Foundry—EARNINGS 
FOR HALF YEAR ended June 30 showed 
balance for divs. of 3.8% or at yrly. rate of 
7.6%, notwithstanding an appropriation to 
provide for retirement of 4% debéntures, 
which did not figure in last yr.’s acct. Earn- 
ings for 2nd quarter showed slight decrease 
sompared with first quarter. Plants now 
operating at 90% capacity with 2 or 3 mos. 
business on the books. Demand now slow 
- revival in consumption is expected this 
all. 

American Sugar—EARNINGS FOR 
HALF YEAR ending June 30 were unsatis- 
factory but 3 or 4 mos. of profitable opera- 
tions are now expected. This is the busy sea- 
son for cane sugar refiners and Co. is running 
practically at capacity. Stock of refined sugar 
on hand is now down to normal proportions. 
Sugar consumption in U. S. first half of yr. 
showed an increase of about 4% but prac- 
tically all this increase came from Western 
beet sugar factories. 

American Telephone and Telegraph.— 
CONTINUED GROWTH.—For first time 
earnings for interest and divs. have crossed 
$20,000,000 for half yr., against $18,062,000 
first half of 1912 and $16,421,000 in 1911—a 
gain of 25% in 2 yrs. 6 mos.’ surplus after 
div. was $2,794,000, which does not include 
any of the undivided profits of associated 
Cos. In 5 mos. Bell system as a whole 
earned $5,557,000 over divs. after providing 
about $1,500,000 more for depreciation than 
in 1912. Over % of this surplus is a direct 
equity of the parent Co. 

American ‘Pobacco.—LARGE EARN- 
INGS.—Co. is well able to maintain 20% 
div. rate on com. stock. Earnings for 7 mos. 
of yr. show good gain over ie yr., ap- 
proximating 35% on com. rice war on 
cigarettes has been discontinued in the 
North and West; in the South the war is 
still on. 

American Woolen—R E D U CED 
PRICES.—Very low prices for 1914 spring 
season are quoted in order to anticipate 
foreign competition. Some of these prices 
are really below the importing point. Re- 
ductions average from 10% to 124%% as 
compared with last yr. Best opinion is that 
Co: has made a strategic move in reducing 

trices to ward off foreign competition and 
hold the business. As it will be impossible 
to lower labor costs, authorities assert that 
Co. must get cheaper wool in order to make 
a profit. As yet, however, foreign wool 
markets give no evidence of weakening. 


THE MAGAZINE OF WALL STREET. 


American Writing Paper—DIVIDEND 
PASSED.—Directors omitted pref. div. be- 
cause not justified by earnings. Actual 
earnings 6 mos. to June 30 were about 4%, 
or less than the 1% dis. paid semi-annually 
since October, 1909. Accumulated unpaid 
divs. on this issue are now 88%%. Presi- 
dent Caldwell says: “The paper business 
has been for some weeks very dull and 
customers seem to be holding up their or- 
ders until definite action is taken on the 
tariff.” 

Atchison—NEW ROAD BOUGHT.— 
Co. has purchased an interest in St. Louis, 
Rocky Mountain & Pacific, which owns al- 
most 200,000 acres of high grade bituminous 
coal land and has coal rights and surface 
necessary for mining in 328,000 additional 
acres near Raton, N. M., with R. R. mileage 
of 106. By controlling this road Atchison 
secures a rich coal territory which will sup- 
ply a fair traffic and will add to Co.’s fuel 
supply. Year ended June 30. Co. earned 
about 8.6% on com. stock against 8.2% prev 
yr. Net was $2,318,000 over prev. yr., with 
charges about $400,000 more, owing to large 
conversion of bonds into com. stock. Stock 
outstanding June 30, $190,836,000 against 
$170,129,000 June 30, 1912. Gross for the 
yr. gained $9,143,000, but 2/3 of this went 
into higher expenses. 


Atlantic Gulf & West Indies —SPLEN- 
DID GROWTH.—If business continues to 
increase, gross earnings for 1913 will come 
close to $20,000,000. Mallory Line has 
awarded contract for construction of two 
new 14-knot steamers, to cost $1,250,000, of 
the most modern type of freighters, 7,000 
tons capacity and 422 ft. in length. They 
will make the run from New York to Gal- 
veston and back in 21 days. Possibly a 3d 
boat may be ordered later. 


Baldwin Locomotive—EARNINGS for 
yr. 1912 equaled 11.5% on com. stock while 
only 2% was paid in divs. This yr. Co. ex- 
pects to do even better. Considerable for- 
eign business has been booked, in addition 
to domestic orders for 3 or 4 mons. opera- 
tion. 

Baltimore & Ohio—I NCREASED 
TRAIN LOAD.—Revenue train load for 
1913 fisc. yr. was about 625 tons against 554 
tons in 1912 and 441 tons in 191l—an in- 
crease of 42% in 2 yrs. This shows results 
obtained by Pres. Willard in less than 4 
yrs. Soon after his appointment directors 
raised $50,000,000, which he applied to re- 
placing old equipment, new bridges, re- 
ballasting, a new tunnel, reduction of grades 
and elimination .. ares, A year later 
$10,000,000 was added, while maintenance 
for the past 3 yrs. aggregated $86,638,000. 
Last yr. maintenance absorbed almost half 
the gain in growth. 


Bethlehem Steel—LARGE NET EARN- 
INGS will be shown for 1913, exceeding 
$4,000,000 against $3,110,000 last yr. Co. 
has orders on books to last until November, 
with new business coming in. Anticipated 





THE INVESTMENT DIGEST. 


balance of $4,000,000 would equal 20% on 
com. stock after 7% on pref. stock. Current 
rate on pref. is only 5%. Co. is spending 
$5,000,000 in new construction, doubling 
open-hearth equipment and replacing old 60- 
ton furnaces with 90-ton. Co. contemplates 
building 10 steamers of 15,000 tons each 
with which to bring its iron ore from Chili 
through the Panama Canal. 


Boston & Maine—BETTER EARN- 
INGS are at last beginning to appear. For 
year ended June 30 earnings just covered in- 
terest and other charges, but upward trend 
is now being shown. Expenses are coming 
down. Div. payments on pref. as well as 
com. have been definitely suspended.. Both 
notes and stock have recently shown ma- 
terial advances in price. 


Brooklyn Rapid Transit—ANNUAL RE- 
PORT shows 9.2% on stock, with an in- 
crease of 4% in gross earnings, increase of 
2.6% in maintenance of wav and 2.2% in 
maintenance of equipment. Trainmen’s 
wages increased 5.15%, but damages paid 
decreased 11.2%. By sale of $40,000,000 6-yr. 
notes a yr. ago, Co. obtained the greater 
part of the $65,000,000 called for as Co.’s 
share of costs of new subway system, prob- 
ably all that will be needed for first 3 yrs. 
of construction. 


Brooklyn Union Gas.—FAIR  BUSI- 
NESS.—Output of Co. is about 4% larger 
than last yr. and average price per 1,000 ft. 
has been just about maintained. Expenses, 
however, are higher owing to increased 
wages and cost of material. 


Buffalo, Rochester & Pittsburgh.—IN- 
CREASED TRAIN LOAD.—For 1913 the 
average train load was 705 tons, compared 
with 647 tons prev. yr., and transportation 
ratio decreased a fraction of 1% to 32.7%. 
Surplus after charges for yr. increased about 
20%, although Co. spent 34% of gross on 
maintenance. Considerable additions to 
equipment were made during the year and 
an additional 60 miles of automatic block 
signals and 122 miles of telephone train 
dispatching system were installed. 


California Petroleum. — ESTIMATED 
EARNINGS.—When Pres. Doheny esti- 
mated earnings available for divs. and de- 
preciation at $2,400,000 for this yr., manage- 
ment calculated on $750,000 for depreciation 
and development. Latest estimate of earn- 
ings is $300,000 less than previous one, in- 
dicating that com. div. of 5% will not be 
earned. Management will not reduce de- 
preciation and even larger expenditures may 
be required for development, which must 
either come from surplus or be borrowed. 
It is not likely that Co. will borrow or 
reduce its surplus while continuing divs. 
Management denies that Co. is up against 
decreasing oil reserves, but it has been 
found necessary to appropriate about $350,- 
000 this yr. for new wells and maintenance 
of old wells. Drilling developments have 
not been entirely satisfactory and Co. has 
had to sink more wells than expected. 
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Canadian Pacific-—NEW STOCK.— 
Fourth instalment of 20% on com, steck 
now being subscribed for by shareholders 
was paid Aug. 18 and final 20% will be due 
Oct. 20. If directors are considering an- 
other issue of stock, they will probably 
take action before long, so that shareholders 
can pass on it in Oct. Under the terms of 
the recent issue of $60,000,000 stock the Co. 
secured the use of $105,000,000 for almost 
3 mos. gratis. 


Central Leather—A POOR QUARTER. 
—The quarter ending June was poorest 
since 1911. Per cent. earned on pref. stock 
during quarter was 2.8% against 48% in 
1912 and balance for com. was only 0.89% 
on com. against 2.6% in 1912. Yr. ended 
June Co. earned 17.2% on pref. against 
12.1% in 1912 and balance for com, in 
1913 was 8.6% against 4.2% in 1912. Less 
than 3 yrs. ago Co. was borrowing $14,000,- 
000 to $16,000,000 on its paper, while today 
it is lending between $4,000,000 and $5,000,- 

on call or time. Gross sales this yr. 
are likely to be more than $70,000,000 
against $67,000,000 prv. yr. 


Chesapeake & Ohio. — DIVIDEND 
PROSPECTS.—Reduction of div. to 4% is 
being considered. Some officials say road 
is capable of averaging 7% on stock annu- 
ally. In last fisc. yr., however, it just earned 
its 5% divs., owing to flood losses estimated 


at $1,200,000. 


Chicago & Alton.—YEAR’S EARNINGS. 
—Annual report will show increase of 5% 


in gross earnings. Co. has spent during yr. 
$1,750,000 on deferred maintenance besides 
keeping up regular maintenance. Per cent. 
of bad order equipment has been reduced 
from 30% to 6%; 50 new locomotives re- 
ceived since April, with 2,900 new cars now 
coming in at rate of 50 to 60 a day. Co.’s 
participation in new Union Station project 
at Chicago is not yet fully settled. 

Chicago & Great Western. —RECORD 
EARNINGS.—For fise. yr. gross earnings 
were . $1,168,000 over prev. yr., equaling 
something like 334% on the pref. So far 
the bonds of the Co. are selling at relatively 
low prices. When market prices begin to 
reflect the improved earning capacity of 
the system, it is likely that further financing 
will be undertaken for additional improve- 
ments. 

reea Milwaukee & St. Paul—NEW 
EQUIPMENT.—Pres. Earling says, “We 
are buying 10,000 freight cars and 175 loco- 
motives to be delivered in Dec. We will 
electrify 440 miles and also construct 400 
miles of road in Montana.” The new short 
line between Chicago and Spokane will be 
open Sept. 1. This road will be the shortest 
between the two cities. For yr. ended June 
30 Co. earned about 8.5% on com., possibly 
subject to some slight revision. Gross in- 
creased $14,828,000, or over 18%. 

Chicago & Northwestern—RESULTS 
FOR YEAR will be about 10% on com. 
stock against 8.2% prev. yr. Co. will do no 
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financing in current yr. unless conditions 
improve materially.. A liberal amount of 
improvement work is being done which will 
be met out of surplus earnings. Oct. 1 Co. 
will put in operation its line in Illinois 
known as St. Louis, Peoria & Northwestern. 
This line will give Co. convenient access 
to vast coal deposits, thus helping to re- 
duce operating costs. 

Chicago Pneumatic Tool.—EARNINGS 
for 1913 are expected to approximate 10% 
on stock. Charles M. Schwab controls the 
Co. and it is his policy to put all earnings 
above 4% div. back into property. Co. is 
now making motor trucks, about 100 per 
mo. 

Chicago & Eastern Illinois—ACTION 
OF RECEIVERS.—The $3,000,000 received 
from sale of receiver’s certificates is being 
applied to the development of property. 
The committee plans later on to negotiate 
with representatives of the Frisco bond- 
holders in order to arrive at an amicable 
settlement. Probably some time will elapse 
before legal separation is accomplished, but 
present officers and board of directors rep- 
resent C. & E. I. co. and pref. stock rather 
than the Frisco. 

Cities Service—GOOD EARNINGS.— 
Co, will probably earn 12% on com. stock 
in 1913 against 9.3% in 1912 and 8.2% in 
1911. Co. has shown remarkable progress 
since organization. It is operated by ex- 


perienced gas and electric interests and the 


various sub-cos. are reported to be in a 
high state of efficiency. 

Colorado & Southern —EARNINGS on 
com, stock + equaled about 3.3% last fisc. yr. 
against 2.6% prev. yr. Gross earnings were 
more than $1,000,000 over 1912, but higher 
o erating expenses absorbed the entire gain. 
Maintenance was liberally provided for and 
“other income” was larger than in 1912. 

Consolidated Gas—NEW BONDS.—Co. 
is expected to offer $25,000,000 6% con- 
vertible debentures to stock holders as soon 
as permission is secured from Public Serv- 
ice Commission. Earnings for the past 3 
yrs., after all other charges except divs., 
have been at rate of more than five times 
interest on the proposed convertibles. Also 
Co. has equities in undistributed earnings 
of sub-cos. amounting in 1912 to twice in- 
terest on convertibles. 

Cleveland, Cincinnati, Chicago & St. 
Louis —EARNINGS.—In 1912 Big Four 
earned 3.9% on com. stock, of which $47,- 
056,300 is outstanding, Lake Shore owning 
$30,207,000 of it. First half of 1913 Big 
Four did not earn fixed charges, to say 
nothing of divs. on pref., owing to the Ohio 
flood disaster in March. Expenses will show 
effect of flood damage for several mos. to 
ae, but should be back to normal by 

et. 1. 

Corn Products—WAUKEGAN PLANT 
CLOSED for an indefinite period. This plant 
was established 25 yrs. ago and employed 

Co. has recently advanced prices 15c. a 
hundred owing to higher prices for corn. 
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Delaware, Lackawanna & Western.— 
EARNINGS.—12 mos.; gross $40,518,000 
against $35,492,000 in 1912; net after taxes 
$14,068,000 against $10,935,000. 


Denver & Rio Grande—PROBABLE 
CONSOLIDATION of Co. with Western 
Pacific may involve retirement of second mort- 
gage bonds and stock of West. Pac. and a 
new blanket mortgage to cover both properties. 
Weakness of West. Pac. has been lack of 
branch lines and inability to reach traffic pro- 
ducing centers of California. Millions of new 
money will be required and readjustment of 
financing will be necessary. Surplus of D. & 
R. G. for yr. ended June was about $1,700,000 
or an increase of $1,000,000 over last yr. 


Detroit Edison—HALF YEAR’S RE- 
SULTS show surplus for divs. of 4.5% on 
stock, after deduction of $243,000 for depre- 
ciation reserve. Revenues for the 6 mos. 
show increases in nearly all departments. Co. 
recently sold $1,000,000 30-yr. 5% gold bonds, 
which will furnish funds to carry on the im- 
provement and betterment program for some 
time. 

Detroit United—GOOD EARNINGS.— 
Despite its troubles with the city, Co. con- 
tinues to make large gains in gross. Heavy 
expenses and larger interest payments cut 
down gains in net, yet 6 mos. of 1913 show 
gain of $184,000 net over 1912. Co. will prob- 
ably earn nearly 15% on its stock in 1913. 

Erie—YEAR’S EARNINGS.—Prelimi- 
nary statement of income account shows 
4.2% on com. stock after deducting 4% divs. 
on first and second pref. This compares with 
0.7% prev. yr. Surplus over all fixed charges 
was about $8,100,000. Improvements and 
betterments have cost about $20,000,000 dur- 
ing yr., half of which was financed through 
sale of notes and balance provided out of 
current income. Improvements include 276 
miles of second track, enlargement of terminals 
and yards, new shops, etc., and will be mostly 
placed in service about the end of Sept. For 
1914 it is claimed Erie’s traffic facilities will 
equal those of any line operating in the same 
territory. 

General Chemical.—SIX MONTHS RE- 
PORT, ended June 30, shows balance for 
com. of 7.7%. In 1912 plan was adopted of 
reporting to stockholders twice a yr. and here- 
after reports will be made. quarterly. Impor- 
tant alterations have been finished at the Hud- 
son River works and the Delaware works have 
been completed. This has enabled Co. to dis- 
mantle certain other plants where manufactur- 
ing was less economical. 


General Electric—SALE OF NOTES.— 
Decision of directors to sell $5,000,000 to $10,- 


000,000 9-mos. paper at 614% is for purpose 


of keeping treasury in prime condition. First 
6 mos. of 1913 gross sales were at rate of 
nearly 20% more than in 1912. During the 
last few mos. collections have been slower, 
so that Co. is now getting a smaller per- 
centage of cash and a larger part in notes 
Co. has reduced prices of lamps from 15% to 
20%, according to size and variety. This puts 
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lamp prices on a basis where German or other 
foreign producers cannot well compete. 


General Motors.—YEAR’S EARNINGS 
have been of record-breaking proportion. Gross 
receipts will increase about $22,000,000 over 
1912 yr., and net will probably show balance 
of $6,000,000, equaling over 25% on com. 
stock after interest on notes and 7% div. on 
pref. Some $2,000,000 of 6% notes are due in 
Oct. and Co. will also need more working 
capital for 1914. 


Great Northern—ECONOMICAL OP- 
ERATION.—Liberal expenditures for im- 
provements in past years have resulted in ex- 
cellent operating conditions, so that the operat- 
ing ratio has been reduced to 27.5% for 1912 
fiscal yr. This compares with 32.7% for 
Northern Pacific, 29.4% for Union Pacific and 
31.3% for Atchison. Average ton mile 
revenue on Gt. Nor. is lower than on the 
other roads méntioned, but revenue train load 
is 601.1 tons, compared with 437.7 for Burling- 
ton, 510.5 for Nor, Pac., 288.2 for St. Paul and 
248 for Union Pac. Gt. Nor. now has about 
wig re esaain against 2,730 as recently 
as 


Illinois Central — REDUCTION OF 
DIVIDEND.—Semi-annual div. of 24% is 
payable Sept. 2 to stock of record of Aug. 11. 
This makes 6% for the yr., which has been 
fully earned notwithstanding severe loss of 
trafic and increase in expenses due to Jan. 
and Apr. floods. Operating revenues now 
show improvement and promise a continued 
increase in business. Of Co.’s $109,296,000 
outstanding stock, Union Pacific owns $22,- 
500,000 directly and $9,200,000 through Rail- 
road Securities Co. 

Inland Steel—RESULTS FOR YEAR 
ended June 30 were best in history of Co. 
and gross profits will probably equal 25% on 
stock against 17.2% in 1912. 


Interboro Rapid Transit (Sub.-Co. of In- 
terboro-Metropolitan).— RESULTS FOR 
YEAR ended June 30 were about 18.7%, prac- 
tically the same as in 1912. Gross earnings 
increased $1,250,000 and net gained about 
$1,000,000, but Rapid Transit Subway Con- 
struction Co. failed to declare a div. Last yr. 
this Sub. Co. paid $900,000 into Interborough’s 
treasury. In 1912 Co. paid 15% divs.; only 
12% in 1913 yr. 


International & Great Northern.—A 
POOR YEAR.—Gross revenue to June 30 
increased $889,000, yet surplus was one-third 
less than in 1912. Amount earned for stock 
was $313,000 against $873,000 in 9% mos. of 
preceding yr. following discharge of receiver. 
The Mexican troubles have resulted in in- 
creased operating expenses and taxes have 
also increased. Car rentals in 11 mos. of the 
yr. were $712,000 against $433,000 prev. % of 
a yr., showing need of new equipment, for 
which Co. has not yet been able to raise money. 

International Nickel—ANNUAL_ RE- 
PORT.—For yr. ended Mar. 31 surplus over 
all charges was equal to 11.8% on $38,031,000 
common stock against 26.3% last yr. on $11,- 
582.000 stock. During yr. entire bonded 
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debt was paid off and obligations at close of 
yr. were only $2,000,000, to meet which it had 
$4,500,000 in cash and $9,350,000 current assets. 
Plants are up-to-date in every respect, with 
increased efficiency and enlarged capacity. 
Within the yr. one blast furnace and 
mechanical roasting furnaces have been con- 
structed. 

International Smelting—GOOD EARN- 
INGS.—As result of full operation of lead 
plants, earnings are now at high record mark. 
Since organization, Co. has spent several 
million dollars out of earnings for new con- 
struction. 

International Steam Pump.—EARN- 
INGS.—For 8 mos. to April 30 net earnings 
were enough to cover full yr.’s interest on first 
mortgage bonds. At present Co. is without a 
Pres. but new man will probably be chosen 
very soon, when better results are hoped for. 

Island Creek Coal—REDUCED PRO- 
DUCTION.—In first half yr. Co. produced 
874,000 tons of coal against 956,000 in corre- 
sponding half of 1912. This was largely due 
to floods in April and May. Co. is getting 
about 15% advance in selling price. 

Kansas City, Mexico & Orient.—RE- 
ORGANIZATION PLANS are now complete 
and Committee has applied to Federal Court 
for decree of foreclosure. About $2,142,000 
receivers’ certificates and $475,000 receivers’ 
notes have been issued and bonds to amount 
of $18,276,000 have been deposited with the 
Committee. 

Kansas 
PORT EXPECTED.—Gross and net earnings 
have shown increases for each mo. of fiscal 
yr., gain in net amounting to $964,000 or 38% 
over prev. yr. Balance available for com. 
divs. will be about 3.4%. 

Lackawanna Steel—DIVIDEND PROS- 
PECTS.—At end of 1912 Co. had surplus for 
yr. of over $1,000,000 and directors declared 
div. of 1%. It may be that they will wait until 
Jan., 1914, before paying another div. on com. 
although earnings for first 6 mos. of 1913 
have been at yearly rate of over $4,000,000. 
New orders are not large but Co. has fair 
supply of unfilled orders and current yr. will 
undoubtedly be best in history. 

Laclede Gas (St. Louis).— HALF 
YEAR’S EARNINGS indicate that about 
&8% will be earned on stock in full yr. 1913. 
Directors are understood to have declared 
regular com. divs. In 1912 84% was earned 
on stock and in 1911 8.5%. 

Lehigh Valley—GOOD BUSINESS.—A 
yr. ago Co. reported decrease of 5% in gross 
earnings from coal and coke transportation 
owing to strikes. This yr. coal revenue in- 
creased about 25% and total gross earnings 
gained more than 16%. Operating expenses 
also increased but $1,749,000 of the gross gain 
was carried to net, even after an increase of 
$2,978,000 in maintenance expenditures. Rail- 
road and coal Co. together earned 16.9% on 
com. stock. Quick assets exceeded current 
liabilities at end of yr. by $6,411,000, aside 
from $3,865,000 materials and supplies. 


7 Southern —GOOD_  RE- 
E 
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Loose-Wiles Biscuit—SIX MONTHS’ 
BUSINESS shows healthy increase, gain 
of 56% in net being somewhat extraordi- 
nary. Indications point to more than 5% 
available for com. stock. Co. is now in 
gone cash position as a result of last yr.’s 

nancing. At the time it was intended to 
construct a factory near New York but ar- 
rangement was afterward made for a 30- 
year lease of a factory at Long Island City. 

Massachusetts Electric—NET INCOME 
FOR YEAR ended June 30 did not show 
any Re. This was due largely to increase 
of $125,000 in maintenance expenditures. 
Co. is safely earning present 4% div. with 
margin of 1% or more over. 

Massachusetts Gas. — NUMBER OF 
STOCKHOLDERS.—First quarterly div. 
at rate of 5% was paid Aug. 1 on com. to 
over 4,000 stockholders. This is a gain of 
about 100% since 1907, while the average 
holding has declined from 118 shares to 61. 
Over employees are pref. stockholders 
through profit-sharing plan. 

Maxwell Motor (Successor to U. S. Mo- 
tor)—GOOD PROGRESS.—Co. is now 
making deliveries on 1914 models. About 
30,000 25-4s will be built in addition to 12,- 
000 medium and 2,000 or 3,000 high-priced 
machines. Official says there are not 
enough low-priced machines to go around. 
Stocks of this Co. have just been listed 
on the curb. 

May Department Stores.—I NCREASED 
BUSINESS.—For 5 mos. to June 3 Co. 
increased gross earnings at rate of 18 to 
20%. Management expects turn-over of 
$30,000,000 for yr. ending Jan. 31, 1914. Net 
is running at rate of over 12% on common. 
Div. rate is 5%. 

Mexican Petroleum.—GOOD REPORTS. 
—Co. is said to be flourishing and unaffected 
by disturbance in Mexico. Three large tank 
steamers have been placed in service and 
Co. now has aggregate carrying capacity 
of about 175,000 bbls., which will soon be 
increased to 300,000. Regular divs. have 
been declared. 

Missouri, Kansas & Texas.—EARNINGS 
FOR YEAR ended June 30 were about 3% 
on com. stock after payment of 4% on 
pref., making the best yr. in Co.’s history 
except 1907. Last. yr. surplus available for 
both pref. and com. was only $17,000. 
Improvement this yr. has therefore been 
notable. 

Missouri Pacific. — CONSOLIDATION 
PLANNED.—Extension of management of 
B. F. Bush & E. L. Brown over new Pacific 
coast extension will be of distinct advantage 
to Western Pacific and the unifying of the 
management of the Gould system from St. 
Louis to the coast is expected to benefit 
all departments of operation. Results of 
ast two i. of new management on Mo. 

ac. and D. & R. G. have met expectations 
and similar results are believed to be in 
store for West. Pac. 

‘National Biscuit—RECORD BUSINESS. 
—Gross for 1913 will apparently be over 
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$48,000,000, or about 11% on com. stock. 
For first quarter of yr. increase in , a: 
was about 6% and subsequent mos. have 
maintained the same rate. Co. is construct- 
ing a $2,000,000 factory in New York op- 
posite its present big plant on Manhattan 
Island, which will be paid for out of current 
resources. When this is completed, it is 
expected that net profits will be large 
enough to permit a regular 8% div. on the 
com. 

National Lead —EARNINGS are slightly 
ahead of last yr. and indicate that Co. will 
show about 4% on common for full yr. 
Co. plans further improvements to plant 
and is spending between $500,000 and $1,- 
000,000 annually for repairs and mainte- 
nance. Smaller crop of flax-seed is expected 
than last yr. 

National Railways of Mexico.—DIVI- 
DEND PASSED.—Semi-annual div. on first 
pref., usually payable Aug. 10, was passed, 
largely owing to unsettled condition of 
Mexico. Uncertain how long present con- 
ditions will continue. Attitude of Washing- 
ton government will have much influence. 


New England Telephone.—SIX 
MONTHS’ EARNINGS are at rate of about 
7% yriy. No financing is likely at present. 
Total stations are increasing at rate of 
over 30,000 yrly. Operating expenses are 
somewhat higher, but officials state that 
they have as yet seen no signs of business 
depression. 


New Orleans, Texas & Mexico.—RE- 
ORGANIZATION PROSPECTS —Inter- 
est on bonds is due Sept. 1, so that pro- 
tective committee for bondholders cannot 
take legal steps until that date. Payment of 
interest is not expected. This Co. costs 
the Frisco about $1,000,000 a yr. while un- 
der its control and Frisco also advanced it 
about $5,000,000 for new construction. 
Practically certain that Frisco has decided 
to part completely with the property. 


New York Air Brake.—BIG BUSINESS. 
—For first 6 mos. of 1913 business gained 
nearly 100% over corresponding period of 
1912. Co. suspended divs. in second quarter 
of 1912 but resumed in Mar., 1913, and is 
now paying 6% on $10,000,000 stock. 


New York Central—LAKE SHORE 
CONSOLIDATION.—Co. is willing to in- 
crease interest charges by $453,000 a yr. 
in order to gain consent of Lake Shore 
bondholders to consolidation —10  high- 
speed direct current electric locomotives 
for tunnel service are under construction 
by General Electric Co. for N. Y. C., with 
50% more motor capacity and 25% more 
speed than former models. They will have 
continuous tractive power of 9,500 Ibs. at 60 
miles an hour. This makes 57 direct current 
locomotives in service of Co. 

New York Edison.— CONTINUED 
GROWTH.—Output since Jan. 1 is 20% 
greater than prev. yr. Gross earnings are 
expected to be about $25,000,000 against 
$21,000,000 in 1912. 
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New York, New Haven & Hartford.— 
RESULTS FOR YEAR indicate balance 
for stock of between 5% and 54%. If plan 
to authorize $67,552,000 6% convertible 
debentures is approved by stockholders, Co. 
will offer subscription rights at rate of $100 
of principal of each debenture for every 3 
shares of Co.’s stock. These bonds will 
provide for maturing indebtedness of $40,- 
000,000 Dec. 1 and $5,000,000 Feb. 1. Bal- 
ance will be used to complete electrification, 
for new steel cars, elimination of grade 
crossing, and other improvements. Co. 
now owns 1,238 miles of road, of which 407 
miles are entirely free from mortgage. 


New York, Westchester & Boston.— 
PROSPECTS.—Co. began real operations 
Aug. 3, 1912, but was unable to earn operat- 
ing expenses for 10 mos. In current fiscal 
yr. it will earn expenses and taxes and 
something towards fixed charges, but until 
completion of subway connection at 180th 
St., elevated railway improvements at 137th 
St. and Willis Ave., and the Westchester 
Northern Railway, no large gain in earnings 
can be expected. Cost of road to date is 
about $35,000,000 and further expenditures 
will be from $8,000,000 to $10,000,000. 

Northern Pacific—I NCREASE IN 
GROSS for fiscal yr. was about $8,924,000, 
or 14.1% over prev. yr. This was largest 
gross ever recorded with exception of 1910, 
— total was about $2,000,000 more than 


Freight revenue was 7% higher in 
1913 than in 1910, but passenger revenue 
fell off 26%, as a land boom was on in 1910, 
bringing in many new settlers. 
Pennsylvania R. R—DIVIDENDS.— 
Next quarterly div. payable Aug. 30 will be 
largest distribution ever made—about $7,400,- 


000 to 84,344 stockholders. This will bring 
total of divs. since first in 1856 to about $425,- 
000,000, in addition to more than $25,000,000 
in scrip divs., and important subscription 
rights on stock allotments. Stock outstand- 
ing is now 45 times as great as in 1856. 

Philadelphia Co—QUARTERLY RE- 
PORT for 3 mos. ended June 30 shows earn- 
ings at rate of 7% for com. stock yrly., with a 
liberal surplus. Net for the 3 mos. was 
$1,994,000 against $1,283,000 for corresponding 
mos. of 1912, 

Philadelphia Rapid Transit—PAST FIS- 
CAL YEAR was best in history of Co. and 
the first in which operations reached a really 
substantial basis. When the Stotesbury- 
Mitten management took charge two yrs. ago, 
Co. was without credit and had the ill-will of 
both employees and the public. Change of 
management restored credit and permitted 
new equipment and better wages. Receipts 
have increased rapidly. 

Pittsburgh Coal—FIRST HALF YEAR 
shows good results with an increase of $654,- 
000 over 1912 but does not justify return to 
7% basis on pref. stock. It is believed that a 
further increase in earnings during the next 
two yrs. would be necessary to enable the Co. 
to pay arrears of divs. 
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Railway Steel-Spring—E A RNINGS 
MAINTAINED.—First 6 .mos. of 1913 busi- 
ness was about the same as in 1912 when 6% 
was earned on com. stock compared with only 
% of 1% in 1911. Depreciation for 1912 
was liberal at $360,000. Current earnings 
seem to assure the maintenance of pref. divs. 
with some surplus for com. 


Republic Iron & Steel—SEMI-ANNUAL 
REPORT.—Shows earnings at yrly. rate of 
7% on pref. and over 8% on com. These 
good results have been attained through 
policy of concentration, diversification and ex- 
penditures for new construction amounting to 
more than $20,000,000 since 1906. It thus ap- 
pears that directors have acted wisely in 
diverting earnings from divs. to the building 
up of the property by new construction. Co. 
is now in a strong cash position with nearly 
$4,000,000 on hand and is operating at capacity 
with earnings on the increase. Current quar- 
ter is expected to show earnings at yrly. rate 
of over 11% on com. 

Republic Railway & Light—-EARNINGS 
for 12 mos. ended May 31 showed an increase 
of 12.2% over prev. yr. Surplus after charges 
was $570,000, increase of $103,000. 


Rock Island Co.—FISCAL YEAR ended 
June 30 showed balance for divs. of about 
5.2% on C. R. I. & P. Ry. This is a little 
ahead of 1912. Maintenance was brought 
back to normal at $19,968,000 for both way and 
equipment, after a reduction to $16,795,000 in 
1912. (Rock Island Co. owns 94% of stock of 
C. R. I. & P. Ry.) 


Rumely.—NEW PRESIDENT says “Co. 
is now on sound and conservative basis. No 
claim has ever been made that Co. was in- 
sdlvent, criticisms being aimed at some of its 
methods. Experience of Co. has resulted 
largely from rapid expansion and is similar to 
that of some of the oldest and most successful 
implement concerns.” On Aug. 1 Co. shut 
down the Advance Thresher Works at Battle 
Creek, also works at Stillwater, Minn. and the 
tractor plant at La Porte, Ind. 

Seaboard Air Line—FISCAL YEAR 
ended June 30 showed earnings of over 7% on 
pref. stock, surplus being about $1,730,000 
against $813,000 in 1912. Last yr. the Co.’s 
territory had only about 60% of normal cotton 
crop and first 3 mos. operation under the old 
management left a deficit of $121,000. Total 
——s ratio past yr. was 72% of gross 
against 75% in 1912. 

Sears-Roebuck.—JULY SALES increased 
9.7% over prev. yr. Total for 7 mos. shows 
gain of 12.6%. 

Southern Pacific—CERTIFICATES OF 
INTEREST.—Operation of plan for sale of 
U. P. holdings is not fully understood by all, 
as offering is made only to U. P. stockholders, 
although they are expressly forbidden by court 
decree to receive any of the So. P. stock. Ex- 
planation is that U. P. is not offering its stock- 
holders So. P. stock but certificates of interest 
in this stock. So long as purchaser of these 
certificates retains his U. P. stock he cannot 
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convert them into actual shares of So. P. but 
he can either dispose of his U. P. or he can 
later sell his So. P. certificates, perhaps at a 
profit. Divs. on this $88,000,000 So. P. stock 
began to accrue Apr. 1 so that the certificates 
will include about 4% divs. They will there- 
fore sell at the higher price than the regular 
So. P. stock. $38,000,000 of the So. P. held in 
U. P. treasury was exchanged in July for 
$42,000,000 B. & O. stock formerly held by 
Pennsylvania R. R. 

Southern Railway —EARNINGS for yr. 
ended June 30 were about 3%% on com. 
Total gross was $68,529,000 or $4,939,000 over 
1912, which in turn showed high record earn- 
ings up to that time. Net earnings for 1913 
gained only $361,000 owing to a large increase 
in appropriations for maintenance. 


St. Louis Southwestern —DI1VIDEND 
PROSPECTS.—For yr. ended June 30, sur- 
plus is estimated at $1,963,000 against $1,617,- 

prev. yr. In some quarters it is believed 
that divs. on com. stock are not far away in 
view of the favorable outlook in territory 
served by the Co. 

Texas Company.—ANNUAL REPORT. 
—Gross earnings for fiscal yr. ended June 30 
were $25,882,000, an increase of $11,353,000 
over prev. yr. Net earnings were $12,044,000, 
an increase of $8,610,000 and surplus was 
$5,043,000, an increase of $4,189,000. These 
earnings represent 24.7% on the stock against 
8.2% last yr. The report states that abnormal 
increase in gross earnings is partly due to rise 
in value of stocks of oil and of producing 
properties. 

Third Avenue.—INCOME BONDS.—Co. 
has declared semi-annual interest of 244% on 
the adjustment income 5% bonds, payable 
Oct. 1. For 6 mos. ended June 30 gross earn- 
ings increased $572,000 over last yr. 

Toledo, St. Louis & Western—INTER- 
EST CHARGES EARNED.—In fiscal yr. 
ended June 30 Co. covered interest charges 
with about $100,000 to spare, compared with 
deficit of $56,000 prev. yr. Co. owns $6,480,000 
Alton pref. and $14,420,000 com., on which no 
divs. are at present being paid. 

Twin City Rapid Transit—EARNINGS 
are now running at the rate of about 12% 
yrly. on the com. stock after allowing for the 
usual renewals. Ratio of operating expenses 
to gross is 48.1% which is about the same as 
last yr. 

U. S. Cast Iron Pipe & Foundry.—PIPE 
ORDERS.—Co. has recently secured contracts 
for 2,000 tons pipe for Cincinnati and 800 tons 
for San Diego. Inquiries include 11,000 tons 
for Manhattan High Pressure Fire Service. 

U. S. Light & Heating —PREFERRED 
DIVIDEND PASSED in order to conserve 
working capital. Co. states, however, that the 
div. was earned 3 times over in past half yr. 
and that short term financing has been satis- 
factorily arranged. 

Union Pacific—RIGHTS.—The $88,000,- 
000 of Southern Pacific stock remaining in 
U. P. treasury after exchange of $38,000,000 
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for B. & O. stocks owned by the Pennsylvania 
R. R., has been offered to U. P. shareholders, 
com. and pref., at 92. However, since U. P. 
was enjoined from receiving any further divs. 
on its So. P. stock two quarterly divs. of 142% 
have accumulated and a third div. will be pay- 
able Oct. 1. This makes the real net price of 
So. P. stock to U. P. shareholders about 88. 
The offering was underwritten, commission 
being 214%, so that any stock remaining un- 
sold will be alloted to the underwriters at a 
net of 85%. The managers of the syndicate 
are to receive an extra allowance. Applica- 
tions to join the underwriting syndicate were 
nearly three times oversubscribed, so that 
allotments were made on a 40% basis. Pre- 
linary reports place earnings of U. P. last 
fiscal yr. at 15.06% on the com. against 13.09% 
prev. yr. This figure would have been 15.5% 
except for a slight change in the method of 
accounting. 

United States Realty—BUSINESS shows 
an increase over last yr. The construction 
department has recently closed some good 
contracts and unfilled business on the books 
amounts to over $20,000,000, which has been 
about the average for the past two years. 

U. S. Steel—UNFILLED TONNAGE 
showed a further decline of 407,961 tons on 
July 31. This brings the total a little below 
1912, but it is still far in excess of 1911 or 
1910. New orders are running about 60% 
of shipments, which shows a slight improve- 
ment. N. Y. Central is in the market for 
150,000 tons of rails, Atchison for 38,000 
tons and Burlington and St. Paul for about 
the same amount each. New construction 
and repairs to U. S. Steel plants for 1913 
will total over $50,000,000. Work at Duluth 
is progressing rapidly and the Co. now in- 
tends to begin construction of new Cana- 
dian plant this fall. Operations have not 
been reduced much, running now about 90% 
capacity. 

irginia-Carolina Chemical.—COMMON 
DIVIDEND.—Now definitely announced 
that common div. will be passed. In 1909 
Co, earned 744% on common and resumed 
divs. at 3% yearly. In 1910 earnings were 
about 10%% and the rate was raised to 
5%. In 1911 surplus for common was only 
3.1% and the div. rate went back to 3%. 
For yr. ended May 31, 1913, Co. earned only 
1%% for common, but paid 3% div. during 
yr. Present poor showing of Co. is largely 
due to falling off in Cotton Oil earnings, 
which in 1912 were 60% of entire profits. 
Co. has recently organized the Consumers’ 
Chemical Co., guaranteeing divs. on $500, 
pref. and redemption and retirement of $12,- 
500 annually. This places a yearly fixed 
charge of $47,500 ahead of Va.-Ca. pref. Un- 
doubtedly the fertilizer capacity of existing 
plants is larget than. the needs of the coun- 
try at the present time. 

Vulcan Detinning. — DIVIDEND 
PASSED.—Board of Directors decided not 
to pay div. on pref. at this time, but to con- 
serve the cash resources of the Co. Market 
prices of Co.’s products have declined sharp- 
ly during past 8 mos. 
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Wabash—GROSS EARNINGS FOR 
YEAR ended June 30 gained 12% over prev. 
yr. and 6% over best yr. in history of Co. 
Improvement work involving over $10,000,- 
000 was in progress over the entire prop- 
erty. Net earnings will cover fixed charges 
on a receivership basis, but will not cover 
interest on defaulted securities. 


Western Maryland—FISCAL YEAR 
ended June 30 involved a complete change 
of management and the carrying out of 
a heavy construction program, unfavorable 
to current results and operations. Never- 
theless Co. earned about $150,000 in excess 
of interest charges. 


Western Pacific—NEW MANAGE- 
MENT.—Election of B. F. Bush as Pres. 
and E. L. Brown Vice-Pres. will be followed 
by reorganization physically and financially. 
Co.’s capital will have to be adjusted so 
as to permit of permanent financing. At 
present all authorized securities have been 
issued. 


Western Union.—RESULTS FOR YEAR 
ended June 30 show increase of $4,500,000 
in gross, but a heavy shrinkage in net for 
divs. This is due to increase of maintenance 
and depreciation from $4,877,000 to $6,664,- 
000, which accounts for 82% of the de- 
crease amounting to nearly $2,200,000 in 
balance for divs. The yr. probably marks 
low point of net earnings and natural 
growth of Co. may be expected to gradually 
build up the income account. 
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Westinghouse Air Brake—FISCAL 
YEAR ended July 31 produced over $5,- 
250,000, a gain of 40% over preceding yr. 
Over $2,000,000 will be carried to surplus 
and as there are no bonds, this figures 
nearly 30% on stock. It begins to look as 
though another melon would have to be cut. 


Westinghouse Electric—EARNINGS are 
now running at the rate of nearly 13% on 
com. stock. In only 1 prev. yr.—1910-1911— 
have results been as good’as are indicated 
for 1913 


Wheeling & Lake Erie—FORE- 
CLOSURE PROCEEDINGS will be insti- 
tuted by Kuhn, Loeb & Co. and Blair & Co. 
on the basis of $8,000,000 3-yr. 5% notes, 
which matured on Aug. 1, and other securi- 
ties, which were recently bought in by the 
above bankers at auction. It is hoped that 
foreclosure suit may be determined by Nov. 


Willys-Overland.—BIG EARNINGS.—In 
1913 fiscal yr. Co. made 33,000 cars and 
earned 90% on its pref. stock. 


Woolworth.—SALES first 7 mos. of 1913 
increased $3,225,000 over same mos. of 1912. 
English branch of Co. now has 25 stores 
and 4 or 5 more will be opened this yr. 
Co. should receive about $100,000 from its 
English branch during 1913. Total stores 
now in operation in America 668, with 17 
more to be opened soon. Real estate and 
buildings account is now approximately 
$1,724,000. 





Mining 





Stocks 








This section of the Investment Digest includes some of the more important prop- 
erties, in regard to which authentic and trustworthy information has appeared during 


the month. 


Amalgamated-Anaconda.—Amal. declared 
regular quarterly div. of 14%. Anaconda 
in first half of yr. showed surplus over 
divs, but on basis of 14%c. copper its 
earnings are falling short of divs. How- 
ever, Anaconda accumulated a large sur- 
plus last yr., which can be drawn upon for 
div. purposes. On a 15c. copper market, 
however, Amal. and Anaconda are earning 
their respective divs. or $6 a share and $3 
a share, with small margin. It is costing 
10c. a lb. for Anaconda to produce copper, 
which means a margin of 5c. on each Ib. 
sold. This would give earfings of $13,- 
500,000 compared with divs. of $13,000,000, 
leaving surplus of $500,000. This is based 
upon production of 270,000,000 Ibs. Amal. 
depends almost entirely upon Anaconda for 
its income, and continued low copper prices 
would force both Cos. to reduce divs. 


Anaconda’s cost of production this year 
will be fractionally higher than in 1912. 

Calumet & Hecla—Co. has not yet 
adopted practice of issuing semi-annual or 
quarterly statements. The entire group 
had a poor 6 mos. Compared with the first 
6 mos. of 1912, output fell off about 6,500,- 
000 Ibs. At this rate the Co. would have 
produced about 60,000,000 Ibs. in 1913, 
against 80,000,000 in 1909, and 101,000,000 
in the banner yr. ended April 30, 1906. 
Costs for first 6 mos. can hardly have been 
less than 934c. per lb., so that figuring aver- 
age price of copper at?’15%c., Co. would 
have earned 53%4c. per Ib. profit, on 30,000,- 
000 Ibs.—or $17.25 per share. 

Chile Copper.—Co. awarded its $2,856,000 
contract for electrical equipment to Siemens 
of Germany. The entire $15,000,000 author- 
ized bonds were not offered for subscrip- 
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tion, but only a portion of amount to cover 
actual needs during preliminary stages. 

Chino.—Production for July was 4,831,185 
Ibs. This compares with 3,876,533 in June, 
and with 3,100,000 in July, 1912. In just 
a little over four years Chino has devel- 
oped from a small mine into one of the 
greatest known deposits of copper, with an 
annual output at the rate of 60,000,000 Ibs., 
and earnings on 15c. copper at the rate of 
$5 per share. 

Goldfield Consol.—Co. in June produced 
30,486 tons of ore. Net earnings were 
$180,781. Net cost per ton was $6.76. Com- 
pare June with 5 prev. mos. as follows: 


Tons Ore Net Earnings 


Ee 27,946 $270,561 
RN on ga one aie 27,625 327,956 
OSS Ra 26,711 348,853 
MEL capes cancnees en 30,005 470,113 
ge a eet 5. 26,185 193,355 
MENda Keaiedcicadecs 1,047 175,678 


Granby Consol.—Co. completed another 
fiscal yr. on June 30 with a production of 
22,641,758 Ibs. of copper, the second largest 
total in the Co.’s history. It compares with 
13,231,121 in the preceding fiscal period, and 
22,750,111 in 1909-10, the record yr. Price 
received was close to 16.315c. per Ib. net 
cash New York. 

Greene-Cananea.—Co. produced 23,863,000 
Ibs. during first half of 1913, the best record 
thus far made in a like period. It showed a 
= of 1,000,000 Ibs. over last yr. During 

rst quarter of yr., production’ ran better 
than 5,000,000 Ibs. in 2 mos. and but a 
slightly less in the third. It became nec- 
essary to suspend divs. several mos. ago, 
and proqpects are not good for resumption. 
N. Y. banking interests have expressed 
their willingness to accept Greene-Cananea 
for collateral as a $30 stock, whereas they 
refused it as a $6 stock. 

Hollinger (Porcupine).—Operations re- 
turned to normal again during the four 
weeks ended June 17. Net profits for the 
yr. to date were $722,521.22. A feature of 
the report is that the working costs have 
been reduced to $5.47 per ton. 

Inspiration.—The initial prospecting stage 
has long since been passed, which resulted 
in development of 45,000,000 tons of ore 
assaying @ copper. In addition to ore 
mentioned above, there are also 8,000,000 tons 
of oxidized and semi-oxidized ores carrying 
1.4% copper. With its 7,500-ton plant in 
commission, Co. should produce annually 
70,000,000 Ibs. of copper. Total cost of 

roduction is placed at 8c. Conner at 

4c. would result in earnings of $3,850,000 
annually, or equal to $4 per share. 

Kerr Lake—Co. declared the regular 
quarterly div. of 25¢. per share September 
15, to stock of record August 30. The div. 
called for $150,000 and brings the disburse- 
ments to $4,770,000, or 149% on the par of 
outstanding capitalization of $3,000,000. 

La Rose.—Financial statement of Co. as 
of July 1 shows cash and ore ready for 
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shipment $1,831,298, of which $1,507,000 was 
in cash. 

McKinley-Darragh.—Co. produced 185,- 
182 ozs. of silver, of which 56,191 ozs. came 
from the Savage and 128,271 ozs. from the 
McKinley. During the mo. an entirely new 
ore body was discovered in virgin territory 
on the Savage, and there was opened up 
high grade ore on the No. 2 vein in a spot 
where previously the vein had been low 
in silver content. Another good ore shoot 
was opened. 


Miami.—Co. declared the regular quarter- 
ly div. of 50c. per share payable August 15. 
This brings Miami’s total divs. to $2,222,- 
435. Production for July amounted to 2,- 
890,000 Ibs., compared with 2,612,000 in June 
and 3,027,710 in July a year ago. 

Mines Co. of America.—The report for 
3 mos. ended March 31, 1913, shows: 
Bullion production and sundry receipts 
total $542,245.36; less mining, milling, etc., 
$388,637.87; operating profit, $153,607.49; net 
profit after interest, gen. expenses and 
taxes, $152,051.76. Recent development 
work at various properties has been meet- 
ing with good results. 

Nipissing.—June shipments were valued 
at $388,883. Production had an estimated 
net value of $215,418. The most important 
development of the mo. was the cutting of 
a new branch vein of the “Meyer.” Where 
first encountered on the third level the vein 
assayed 7,000 ozs., and after 20 feet of drift- 
ing the grade of ore is unchanged. 

Pearl Lake (Porcupine).—Eleven ma- 
chines are in operation underground, and 
raises are being put through on the ore 
body from the 600-foot level to the 400. 
This ore body is 110 feet in length. The 
machinery for new stamp mill is expected 
daily, and should be all assembled and ready 
to set up by the Ist of August. 

Ray Consol.—June production was 4,392,- 
612 Ibs., 130,000 under that of May and 
comparing with 3,162,000 in June, 1912 
This makes output for the second quarter 
of the yr. 13,427,177 lbs., more than 1,000,000 
larger than in the first quarter. That is, in 
one yr.’s time the Co.’s output has increased 
just 50%. 

Schumacher (Porcupine).—At the 100- 
foot level there has been cut a vein of 
quartz and schist five feet wide. It is to all 
appearances, and before accurate sampling, 
as high a grade of ore as has been found 
in the Porcupine camp yet. 

Tennessee Copper.—Co. produced in first 
half of 1913 9,415,705 Ibs. of copper. The 
sulphuric acid production for first half yr. 
was 97,546 tons, an increase of about 7,000 
tons over corresponding period of last yr. 
A price cutting was_was inaugurated last 
yr. by the fertilizer Cos. 

United States Smelting—From the an- 
nual reports of the Co., the exploration de- 
partment is very active. For years 1910, 
1911 and 1912 this department had 
“mines” offered to it. Of the 2,299 prop- 

















erties offered only seven were finally ac- 
quired. Truly good mines are scarce. 

Utah Copper-Nevada Consol.—Utah Cop- 
per’s June output of 11,637,949 lbs. compares 
with 10,312,605 in May and 9,234,465 in 
June, 1912. Only once before has this out- 
put been exceeded. Co. may be considered 
able to maintain an annual production at 
rate of 135,000,000 Ibs. With copper at 
present price, Co. should be able to earn, 
not counting its equity in earnings of Ne- 
vada Consol., over $5.50 per share. Nevada 
Consol.’s June output, 6,344,863 Ibs., is the 
best that Co. has shown this yr. It has 
been exceeded only twice in Co.’s history. 

Yukon Gold.—Gross production for the 
season to June 30 totaled $1,141,000, equal 
to the better 32% on Co.’s outstanding cap- 
italization of $3,500,000, and comparing with 
$1,132,800 last yr. 


Ore can be replaced only by t 


of investment hopes. 


Price received for the metal and cos 
dividend; the mine’s term of life, esti 


printed document sets forth that 


MINING STOCKS. 


WHY MINING STOCKS PAY HIGH INTEREST. 
— is an extractive, a liquidating, a self-déstroying proposition. 


tory and railroad, if tended, repaired and maintained, are reproductive. But 
mines commit slow suicide; and forgetfulness of the fact means the suicide 


The holder of mining shares has often forgotten that he must turn 
actuary and provide an annuity for himself, to end when the mine is 
worked out to the no-profit point. Each dividend bites into his principal. 


orably fix the maximum with which the investor must be satisfied. 


TAILLESS JACKRABBIT (LTD.). 


ODAY I have a letter in my mail enclosing a prospectus. This well- 
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Copper Notes.—Statement of Copper Pro- 
ducers’ Asso. (000 omitted): 


July, 13 June,’ 13 July, '12 





























Production ...... 138,074 . 121,860 137,161 
Stocks prev. mo.. 52,904 67,474 44,335 

oR eee 190,979 189,335 181,496 
Dom. deliv....... 58,904 68362 71,094 
OOO is Jas <. 9:08 78,480 68,067 60,121 





Total consump.137,384 136,430 131,215 
Stocks remaining. 53,594 52,904 52,280 


The statement shows nominal increase of 
690,339 Ibs. in stocks of copper on hand 
August 1. Domestic consumption decreased 
about 9,500,000 Ibs. from June, but this was 
more than offset by a gain of 10,400,000 Ibs. 
in foreign takings. 


he alchemistry of the ages. Soil, fac- 


t to produce it will fix a given year’s 
mated as bes; may be, will then inex- 


the next great killing in the financial 





world will be made by the Spineless Cactus, the one invented by Luther 
Burbank. The salesman who sends me this letter asks me to take an acre 
or two and interest a few of my personal friends at so much commission per 
friend. I shall not buy Spineless Cactus Incorporated, today; but when I 
get my Tailless Jackrabbit (Ltd.), listed on the Stock Exchange, I shall 
expect all my friends to bite. I contemplate purchasing the incorporation 
papers, stock certificate books, lithographs and seals of the Consolidated 
Belgian Hare, which are now on sale cheap at the second-hand store. 
Without expensive remodeling, these will do for our start in “Jackrabbit”; 
and all you ever need in Jackrabbit is a start. Kind reader, may I not put 
you down for a few shares in Tailless Jackrabbit (Ltd.)? If the door is 
locked when you call, throw your money over the transom at the sign of 
the Rabbit’s Foot—“The Sharpshooter” in Commercial West. 

















SPECULATION : Operations wherein intelligent foresight is employed for the purpose of deriving a profit from price changes 


Seasonal Movements of Stock Prices 


By HALIBURTON FALES, JR. 


EASONAL movements of stock 
S prices, or, in other words, the 
customary movements of prices 

at certain seasons of the year, is a 
topic so frequently referred to among 
speculators that a little stronger light 
on the subject would be useful. ‘The 


accompanying diagram of the weekly 
price changes of ten rails, ten indus- 


trials, and the combined averages of 
both groups, as here presented, is the 
average of the weekly high and low 
quotations of the stocks used. The 
period covered is from January, 1903, 
until December 30, 1912. 

The stocks used for the’ rails were: 
Atchison, St. Paul, Erie, Louisville, N. 
Y. Central, Northern Pacific, Pennsyl- 
vania, Reading, Southern Pacific, and 
Union Pacific. For the industrials the 
following were made use of: Amalga- 
mated Copper, Car & Foundry, Smelt- 
ers, American Sugar, Central Leather, 
Colorado Fuel, General Electric, Na- 
tional Lead, U. S. Steel common and 
preferred. 

This effort may be criticised as cov- 
ering too short a period, but it is un- 
doubtedly fairly ‘correct on the whole, 
despite the fact that it looks a little 
ragged here and there as the result of 
a few sharp movements of prices in 
certain years, which were due to spe- 
cial causes. For instance, the sharp 
and sudden rise of February, 1908, fol- 
lowed by an equally precipitate retreat, 
is responsible for the little rally in the 
10-year average in the seventh week of 
the year, while the San Francisco 


earthquake’s effect upon the market in 
May of 1905 was sufficient to account 
for a great part of the sharp dent in the 
middle of the rally which occurs nor- 
mally in April and May. 

During the last few years, the fall has 
brought so many declining markets— 
1907, 1911, 1912—that it is quite a sur- 
prise to note that November is nor- 
mally a month of rising prices. 

The distinctive movements during 
the average year are, first, the sharp 
fall commencing in the latter part of 
January, and ending in March, more 
pronounced in the rails than in the in- 
dustrials; then the rise from March 
into April, followed by a declining 
tendency until June and early July is 
reached, when the markets move for- 
ward for the second great movement of 
the year. During the last four months 
the railroad stocks (presumably be- 
cause of the large business secured 
from the movement of the crops) are 
relatively more stable than the indus- 
trials, which break badly during Sep- 
tember, only to have a greater rise 
throughout the remainder of the year. 
October seems to enjoy a bulge as a 
usual thing, while the little dip in De- 
cember is just about large enough to 
enable the traditional window dressing 
movement of the year to take place 
without really putting the market up 
at all. 

Explanations as to why these move- 
ments should occur must necessarily 
be subject to inference and generaliza- 
tion. The market is unquestionably 
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strengthened during the first part of 
the year by the investment demand 
arising from the January dividend dis- 
bursements, but falls rapidly after this 
sustaining influence has exhausted 
itself, very probably in sympathy with 
the season of slim earnings in business 
and transportation which usually takes 
place during February, when the holi- 
day trade is over and the shutting- 
down of winter makes transportation 
difficult and expensive. 

Easier money during this period fur- 
nishes the means of financing stock 
purchases cheaply, to be distributed 
after the opening of transportation and 
the rush of spring business have created 
activity. and optimism. The decrease 
of banking reserves and increase of in- 
terest rates as a result of this activity, 
together with the approaching “mid- 
summer dullness,” probably is_ suffi- 
cient reason for the decline in the latter 
part of May and June. 









OF WALL STREET. 


The long period of easy money at 
this time again supplies the means for 
an advance to discount the effect of the 
country’s crops and consequently 
greater business for both rails and in- 
dustrials. 

The movement of the ‘industrials is 
presumably in part sympathetic with the 
rails in which the movement is more reg- 
ular and sustained than in the indus- 
trials. This is quite natural, for the 
rails gain an immediate advantage from 
the movement of the crops, although, 
of course, many of the industrials can- 
not benefit until the crops have, at least 
in part, been carried to market and 
sold. This in conjunction with active 
business to satisfy the approaching de- 
mands of the winter season and the 
holidays, as well as the payment in the 
fall for contracts completed then, but 
ordered in the spring, is a likely ex- 
planation for the advance of the indus- 
trials in November. 











My Experience in the Market 
(Second Article) 
By R. F. WELLINGTON 








[In the preceding article Mr. Wellington related how he began by taking a “flyer” 
in pork in a bucketshop; was gradually led into a more serious study of the markets; 





tried trading on the news; and then for several years kept a record of all fluctuations in 


Chicago wheat.] 


ITTLE by little I obtained a pret- 

8 ty thorough ynderstanding of the 

“technical conditions” affecting 

the wheat market. But I soon found 
that this wasn’t enough. 

True, there were times when the 
technical situation controlled the im- 
mediate movement of prices—in fact, 
this was probably so three-quarters of 
the time. But at other times new 
events, or unexpected information in 
regard to developments that had been 
quietly going on for a long time, would 
sweep away the technical situation like 
a cobweb. 

The trader had to learn to forget at 
such times all he ever-knew about the 
technique of the markets and hurriedly 
reverse his position. No matter how 





elaborate or how accurate the ideas he 
might have worked out about “waves,” 
“short markets,” “long markets,” etc., 
he would have to pitch the whole busi- 
ness overboard when something really 
important happened. 

For it’s no use talking, things do 
happen in the markets just the samme 
as they do in any other line of business. 
There are certain games, invented for 
the purpose—like chess—where noth- 
ing is left to chance, but everything 1s 
the .result of your own calculations. 
And the man who starts studying the 
markets is pretty sure, at some time 
in his more. or less eventful career, to 
forget that the markets couldn’t be 
controlled like a game of chess by any- 
thing less than Divine Power—and 
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Divine Power appears to have plenty 
of other more important matters to 


attend to. 
- * + 


S° I began to study “the situation” 
in wheat. It wasn’t especially 
difficult to understand. I soon knew 
with reasonable accuracy how much 
wheat there was in the United States 
and where it all was, where the wheat 
was raised, the acreage sown from 
year to year, the various dangers it was 
exposed to, and the kind of weather 
needed to make it grow and mature. 

Not that I was hugging any delusion 
that all this information would tell me 
what was going to happen; but I fig- 
ured that when it did happen, I ought 
to be loaded and primed to understand 
whether it was important or not. 

For example, if there was a big sur- 
plus of wheat all over the world, the 
entire crop of Kansas might be 
scorched to a crisp without ever being 
missed; but if there was a shortage in 
supplies, then the Kansas crop would 
be important and the familiar wail of 
the crop-killer about “hot winds” in 
that State would become real bull 
news. 

But in spite of all this, I was never 
able to keep the balance on the right 
side of the ledger for long at a time 
while trading in wheat. In fact, when 
I made up my mind to drop wheat and 
devote all of my humble efforts to the 
stock market, I was still a little behind 
on wheat, though by that time I had 
made some profits in stocks which 
more than evened up my books. 

* * * 


| HAD two reasons for changing 

from wheat to stocks. One was 
that the wheat market is always at the 
mercy of the weather. There isn’t a 
month in the year when there is not a 
growing crop of wheat somewhere in 
the world which may at any moment 
be injured or ruined by unfavorable 
weather. And since wheat is an inter- 


national market, and the whole world, 
practically, is hedging and speculating 
at Chicago because that is the biggest 
wheat market, 
weather 
price. 
Now the weather is one thing that 


any or all of these 
influences may affect the 


MY EXPERIENCE IN THE MARKET. 
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absolutely cannot be predicted more 
than a day or two in advance, and even 
that much of a prediction is liable to be 
wrong. There is no such thing as spec- 
ulation in weather—that’s a pure and 
unadulterated gamble every time—and 
you never can eliminate that weather 
gamble from trading in wheat. 

The second reason was that no rec- 
ord is kept of the volume of transac- 
tions in wheat, while a fairly accurate 
record is kept of the number of shares 
sold in the New York stock market. 
In studying wheat or any other grain, 
I had only two “known quantities,” as 
they say in algebra—price, and ascer- 
tainable facts affecting supply and de- 
mand. In stocks I had three known 
quantities—price, volume of trade, and 
ascertainable facts in regard to the 
financial situation. 

Why, I reasoned with myself, should 
I work on two known quantities when 
I could just as easily have three? 

This reasoning was confirmed by my 
own experience and by observation of 
the experiences of others. I had found 
it harder to make money in wheat than 
in stocks. I knew others who made 
money in stocks, but I never really met 
a man who made money in wheat and 
kept it. There were a few such men. I 
heard of them in round-about ways. But 
their votes certainly had to be listed un- 
der the “Scattering” column. 

As a matter of fairness, however, I 
ought to say that trading in wheat has 
some advantages over the stock mar- 
ket. One is that wheat can’t be forced 
into the hands of a receiver, can’t be 
mismanaged by a rascally board of di- 
rectors, and can’t be assessed. 

If you buy a stock there is always 
a possibility, however remote, that it 
may go down to zero and then be 
assessed ten or twenty dollars a share. 
If you buy wheat there is a certain 
rock bottom consumptive price below 
which it cannot go. 

I think I could make money in wheat 
now by gradually accumulating a line 
at what I thought to be low prices and 
waiting for a crop damage scare to 
come along and show a profit on my 
purchases. But at the time this method 
was too slow to appeal to me, and I 
said good-bye to Board of Trade specu- 
lation without any serious pangs. 
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THE first real “killing” I made in the 

stock market was at the time of Mc- 
Kinley’s first election in 1896. I sized 
up the situation and made up my mind 
that the country was sure to go Re- 
publican. Two or three days before 
election I took advantage of a little re- 
action and bought all the stocks I could 
comfortably carry. 

I felt so sure of the result that on 
election night I went to bed at ten 
o’clock and slept soundly. “You have 
heard the rest”—how stocks opened up 
two to five points the next morning and 
continued strong for several weeks. I 
took some of my profits too soon and 
held other stocks too long, but I got 
a fair average on the whole line. 

That illustrates one way of making 
money in  stocks—simply applying 
sound common sense to some impor- 
tant forthcoming development. An- 
other trade comes to my mind that 
shows a very different way of doing it. 

Along late in 1900 or early in 1901 
the Hill interests were buying up the 
Burlington road, but no one knew it as 
yet. The whole market was strong 
and I was busily keeping track of 
prices and volumes of the principal 
stocks. Burlington advanced to about 
133 on heavy transactions and then re- 
acted about three points on light trans- 
actions. I figured that the demand ex- 
ceeded the supply and bought. 

I had the pleasure of seeing my stock 
move continuously “upward for ten 
points on the very day I bought it. I 
sold at about 142, as I remember it— 
after which, of course, Burlington kept 
steadily on up to 200. 

This was a case where I had abso- 
lutely no direct news to go on, and the 
financial situation entered into the 
transaction only to a very limited ex- 
tent. But any one of ordinary sense 
and a fair knowledge of the market 
could see that the demand for the stock 
was much greater than the supply 
around 130. 

* * * 

OF course I had plenty of losses— 

at times they were disgustingly 
plentiful—but I don’t believe I ever 
let anything run into more than five 
points loss. If so, I don’t remember it 
now. And I never made a loss with- 
out getting it all back again sooner or 
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later—especially later, or at least so it 
always seemed to me. 

That commonest of all experiences— 
stopping a loss right near bottom 
prices and then seeing the market ad- 
vance steadily to a point that would 
have yielded a handsome profit—has 
been mine so often that I would be 
ashamed to count up, even if I could 
remember or had the records. But in 
spite of that I still believe in the prin- 
ciple of closing out when you are con- 
vinced you are wrong. 

Just recently I had an object lesson 
on that point: I was silly enough to 
buy some California Petroleum in the 
upper fifties. The price advanced a 
few points and then the market turned 
dull and began to sag. I still believed 
in the stock—which shows, certainly, 
that I haven’t any more than ordinary 
intelligence, in view of the way it has 
turned out—but I put in a stop at cost 
price. My idea, of course, was to buy 
back cheaper later on, but “later on” 
I was glad enough to let the stock 
alone. The last price I noticed on it 
was eighteen and a fraction. 

My worst losses have been made in 
so-called “investments.” In two cases 
I have bought newly floated stocks 
outright for investment, and have seen 
them gradually evaporate into thin air 
and disappear from the newspaper 
quotation lists. The only use I can 
make of those “investments” now is 
to get the certificates out once in a 
while and contemplate them mourn- 
fully and renew my oath of “Never 
again.” I have heard of people who 
used such certificates for wall paper, 
but that is too melancholy—too much 
like the woman who hung her first 
husband’s picture at the foot of her 
second husband’s bed. 

I stick pretty close to the active 
standard stocks now, where there 1s 
always a market and where I know 
there is actual, tangible property be- 
hind the certificates. Such stocks may 
have wide fluctuations, but they wont 
shrivel up to nothing. 


* * * 


DIDN’T find the stock market any 
royal road to sudden wealth. I 
once knew an actor who was leading 
man in a third-rate melodrama, which 
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he always called “The Rocky Moun- 
tain Waif.” I found trading in stocks 
a “rocky” road, and the rocks weren’t 
always the kind I was after, by any 
manner of means. But the said actor, 
by the way, has been on Broadway 
under David Belasco most of the time 
for several years now, and I have faith 
to believe that my own rocky road will 
eventually widen out into a Broadway 
of good profits. 

For a long time it seemed to me that 
I was constantly losing more than I 
was making—yet at the end of the year 
I nearly always found myself a little 
ahead of where I was the year before. 
This, of course, encouraged me to keep 
at it. 

Having started with practically 
nothing, I hadn’t much to lose. I 
really don’t know whether this was a 
good thing or not. It certainly pre- 
vented me from letting my trades run 
into big losses. And as at first I had 
no credit, I couldn’t slide back any 
further than the zero point, which was 
where I had started. 

But on the other hand, the very 
slenderness of the surplus capital I had 


to use in stocks sometimes tempted me 
to overtrade, because if I kept to 
strictly conservative methods my prog- 
ress would necessarily be very slow. 
I have often thought that if I had had 
twenty thousand dollars or so to begin 
with, that fact would really have 
tended to make me very much more 
careful, because I would have had 
something to lose. The very fact that 
you have practically nothing to lose 
leads to a spirit of recklessness. 

In successful speculation or invest- 
ment there is absolutely no place for 
this spirit of recklessness. “Nothing 
venture nothing have” is true in a cer- 
tain sense, I suppose. But in stocks 
every venture must be the result of 
cold-blooded calculation. If the trader 
“takes a chance” it is only because he 
has reason to believe, from experience 
or from calculation, that the odds are 
in his favor; that is, out of ten similar 
chances six or more would result favor- 
ably, on the average. 

And in point of fact, this isn’t “tak- 
ing a chance” at all. It’s mereiy work- 
ing on the principle of averages. 

(To be continued.) 








Plans of Operating 


“The best laid schemes o’ mice and men gang aft a-gley.” 


“By H. H. LAKE 


—Robert Burns. 








PLAN usually consists of a set of 
rules designed or formulated to 
take advantage of market move- 

ments, and at the same time to guard 
against the common sources of failure, 
and the practicability of the plan depends 
upon the percentage of failure which can 
be guarded against, and the losses which 
can be warded off. As soon as a plan 
can show anything over 50 per cent. suc- 
cess in the elimination of losses it be- 
gins to be interesting. An honest perse- 
vering adherence to the method chosen 
is essential. Haphazard thrusts, and 
deviations, ruin the best of plans, and 
are in the long run always unsuccessful. 

Working out a plan which contem- 


plates operating with continuous success, 
that is, averaging more profits than 
losses, is equivalent to devising a method 
of penetrating the seemingly impassable 
battle front of the market. A baffling 
defence is ever presented. Like an elk 
with lowered antlers the market is 
always ready to counter. If you would 
do battle at all you must have a means 
of not only penetrating that defence, but 
of parrying the counters. 

No mechanical plan may succeed un- 
less its object be to detect or divine the 
purpose of manipulation. I have seen 
hard-headed business -men desperately 
opposing the trend while working out 
some little abortive bobtailed plan usually 
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based upon some popular misconception. 
They were attempting to make the action 
of the market conform to the vagaries of 
their own minds. 

If you have been unsuccessful in 
guessing which way stocks would go 
daily, why not stop trading until you 
have a definite plan? But the plan must 
be evolved of experience. When you 
think you have a plan test it out ten- 
tatively through all sorts of markets, 
more with the idea of proving its work- 
ability, or discovering its flaws, than of 
making money. The testing, however, 
must always be done by making real 
trades, however small, with real money. 
Imaginary or paper trades are worse 
than trying to learn to swim by reading 
about Annette Kellerman. You have got 
to get into the medium and test out its 
peculiarities by actual contact. 

The reader has doubtless often heard 
the opinion éxpressed that if one could 
ascertain which side of the market the 
majority of the public favored, he could 
profit by taking the opposite side. I have 
also known traders to canvass a number 
of houses, and to go to great pains to 
secure from broker’s clerks the number 
of shorts and longs on the books at cer- 
tain periods, with a view to governing 
their action by deductions drawn from 
the results. Others made a practice of 
securing and tabulating the opinions of 
a number of persons known to be active 
traders. 

All this kind of work is largely futile, 
as there are important factors governing 
such problems which it is impossible to 
secure, unless telepathy becomes per- 
fected. A good many individuals when 
asked their opinion puff themselves up 
and deliver something that sounds suffi- 
ciently sophisticated, and which is. cal- 
culated to impress you, rather than lay 
bare the true jumble of doubt, fear, hesi- 
tancy and confusion which represents the 
real condition of their minds. This is the 
real reason why a straw vote is so unre- 
liable and undependable in making fore- 
casts of political events, although elapsed 
time between the straw and the real vote 
is an important consideration. 

A plan along this line which necessi- 
tates unlimited patience, but which may 
well be borne in mind and used in con- 
junction with other operations, is a vari- 
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ation of this theory of acting in direct 
opposition to the consensus of opinion of 
the general run of office traders, assum- 
ing them to be unsuccessful most of the 
time. Watch at least five or six “regu- 
lars” during a period of excited market 
action and when you find them united ip 
one opinion regarding the probable im- 
mediate course of a certain stock, you 
will often find shortly after, that despite 
their experience they have been played 
with, the subsequent action of the stock 
being diametrically opposed to their 
united opinion, which had been made to 
order by the action of the stock and the 
accompanying rumors, statements, or 
news items, all combining and fitting into 
each other like the pieces of a mosaic, 
especially designed to suggest the course 
of the stock in a manner so subtle as to 
lead them to accept the inevitable con- 
clusion as the result of their own cere- 
bration. 

When you find them so united and im- 
pelled to acticn, you will usually find the 
stock in question is near the end of its 
move in that swing, and close to a violet 
jerk in the opposite direction. You may 
profit thereby according to your lights. 

For a week or so before the Govern- 
ment brought suit against Smelters the 
stock had been slowly sagging—each day 
a new fractional low. Something was 
plainly wrong, and I among others sat 
watching the ticker complacent in the 
knowledge that I was short several points 
up, for symptoms of trouble had ap- 
peared on the tape for some time before 
the stock began to decline. One morning 
it took an ominous slide of several points. 
after opening off to begin with, and 
shortly afterward the Government suit 
was announced. 

The coldest and most clamlike of the 
old timers was stirred out of his reserve. 
You didn’t ask for opinions—they were 
hurled at you with vim and assurance 
from every side. It was all settled and 
agreed that Smelters would soon break 
badly,—nothing could save it. The stock 
became abnormally active, sales jumping 
from a few thousand to forty, fifty and a 
hundred thousand shares a session! It 
got down to 61, rallied a couple of points 
and slumped again to a new low of 60. 
At this point an old-time speculator, 
usually pompous and arrogant in man- 
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ner, who had been watching the tape 
closely, became sufficiently affected to 
rise and yell: 

“Sell me 100 Smelters.” 

A mutter of approval went through the 
circle of greyheads around the ticker. 

“It’s got to go,” he growled, and the 
others hitched their chairs closer, assur- 
ing him he had done the right thing, and 
figuratively back-patting him for daring 
to do what they all wanted to do. Finally 
they all dared. The original seller’s ex- 
citement and certainty grew with the 
subsequent appearance of large lots in a 
weak active market, and he continued his 
sales in round lots until he stood short 
nearly a thousand shares. 

The firmness of his convictions with- 
out sufficient apparent reasons (on the 
tape), and the unanimity of opinion of 
the others impressed me. The others had 
followed his example in a smaller way, 
and I even caught myself trying to get 
hold of the flying order clerk. I too be- 
lieved him. We were all in on a killing! 

A moment of sanity came to me, and 
following a habit of my own I left the 
room that I might think independently. 


I went through something like this: Can 


they all be right simultaneously? Ex- 
perienced traders that they are, I have 
never known them all to agree and be 
right in a crisis. Are they not following 
one another? Can the market be so easy 
as this? 

As I cooled off cold reason sneered at 
the idea, and a small weak voice rose up 
from somewhere and whispered that now 
was the time, if ever, to test out the buck- 
ing of the consensus of opinion. Yet it 
required some courage. An exultant 
whoop of “59% for Smelters” made my 
decision. I had quite some difficulty get- 
ting the order man away from the ticker, 
and he looked at me contemptuously as 


he entered my order to buy twice the’ 


amount I was short of at 62 on stop, G. 
T. C., after trying to dissuade me from 
doing.so. Now my order was given in 
this way on account of the peculiar posi- 
tion of the stock and the way it had 
broken 60, and the further fact that the 
tape had signalled to me a rally. If I 
was wrong the stop would not be reached, 
and if it could rally as far as 62 after the 
tremendous volumes shown on the way 
down, this would prove the crowd wrong, 
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and they would accordingly be made to 
suffer. 

The rest is history. It was a veritable 
bear trap. 59% was the lowest point 
reached. The very next day the stock 
went through 62 with a jump, closing 
the short and putting me long a fraction 
above the stop order price; a vertical 
uninterrupted rise ensued, carrying the 
stock to 69 in a few days after. Lated it 
stood at 75, and with usual reactions by 
April, 1912, reached 89. 

I had bought close to the bottom by 
following my idea that I could profit by 
taking action opposite to that which this 
man, despite all his lifetime of experi- 
ence, had been led on to take by power- 
tul forces which had carefully prepared 
him for his undoing. I had felt the pull 
of these influences as well as the others, 
a myriad of news items, both on the news 
ticker and in the papers, mysterious tips 
whispered round among brokers, tele- 
phoned after the close of the market, the 
action of the stock, volumes recorded on 
the ticker, speed of sales, increase in size 
of lots on declining prices, capped by an- 
nouncement of the Government suit— 
they had all reached me, as well as this 
unfortunate individual, and he was not 
alone in his discomfiture. 

The others blamed him for the whole 
thing afterwards. But these old fellows 
assured me that the same thing happen- 
ing fifteen years ago would have broken 
the market twenty points. They were 
evidently working on something they had 
learned, but the changing fashions in 
manipulation had left them behind. 

An exceptionally able market analyst, 
who produces ideas as readily as sparks 
fly from the grindstone, describes this in- 
fluence or pull of a Combination of forces 
as producing a “hypnotic sway” even 
operating to restrain those out of the 
market from taking proper action at a 
crisis. 

When ample capital is available it is 
not difficult to formulate plans which re- 
duce the losses to 40 per cent. or even 30 
per cent. of trades, by the expedient of a 
scientific scaling schedule, i. e., purchases 
on a scale down, coupled with protecting 
short sales on a separate account for the 
sake of convenience in tabulating com- 
mitments, and also to avoid confusing the 
broker. 
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This plan, which has been used by 
many operators, is more properly termed 
operating than trading, as the commit- 
ments are often retained over consider- 
able periods of time. Each operation is 
confined to one stock, and success is con- 
tingent upon the operator’s knowledge 
of the characteristics of the stock chosen. 

For instance, if the operator has de- 
cided during a decline that Union Pacific 
has been sold down straightaway far 
enough, and the wild eager character of 
offerings is in evidence which usually 
precedes a bear rout, he begins to buy on 
dips or new lows, retaining all stock 
bought, but making half as many short 
sales on the rallies, with stops at points 
above dictated by the operator’s judg- 
ment. If the expected drive in of the 
bears materializes a net profit will result ; 
if the decline proves more prolonged than 
anticipated, half the line is insured by the 
shorts and the operator is able to average 
the other half of the long stock close to 
the bottom of the swing. This a man of 
courage, operating in a thoroughly sound 
railroad stock, with some idea of its 
value, is usually willing to do. At the 
worst he has -only tied up part of his 
capital in an investment which returns 
from 6 to 8 per cent. 

Of course this is no game for the 
novice. Skill and experience are neces- 
sary to avert being whipsawed by the 
minor rallies, and a Job-like patience is 
part of the equipment needed to carry 
the operaton to a successful consumma- 
tion. 

One of the most important considera- 
tions in the working of a plan is the selec- 
tion of the proper time for launching it, 
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and the determining of the character of 
the market on tap at that time. Many a 
man with a carefully evolved plan has 
launched it at an unpropitious time, only 
to abandon it, baffled and discouraged, 
when it might have shown different re- 
sults at a different time. 

As to stop order plans, I have tried out 
a number at my own expense—and 
charged the cost to experience. I have 
read of many more, but they were too 
full of holes to insure even a fair chance 
of striking a profitable average. They 
were distinctly mechanical, and were 
mostly based upon the old-fashioned 
long upward moves without a reaction of 
more than a couple of points. A much 
better plan is the one described in a 
former article on an operation in Lehigh 
Valley, published in the December, 1912, 
number of this magazine. Permanent 
protecting stop orders were in all the 
time, but they were placed just below 
points indicated by the action of the stock 
during its upward move. Had I de- 
pended upon the purely mechanical idea 
of a stock not reacting more than 2% or 
3% points, my line would have been 
closed out in the early stages of the 
move. The stock moved from 56 to 81, 
yet I took 40 points profit out of the 
move, was at all times protected by stops, 
and had a good reason for every move, 
reasons which the reader might arrive at 
as well as any one with common sense 
and some experience. The difficulty lies 
in separating the grain from the chaff. 
One is apt to have too many reasons, and 
select the wrong ones, or reject the good 
ones, until intensive study has developed 
an efficient weeding out process. 





D O not overlook the fact that the approval of a public service commission 


does not guarantee the intrinsic merit of an issue of securities 


While 


it acts as something of a safeguard and is an evidence of the regularity of 
the issue it does not in any sense constitute a measure of their investment 


standing. 
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Analysis of Recent 





An Experienced Trader Shows How the Temper of the Market 
Was Gauged from Week to Week 
By SCRIBNER BROWNE 


Market Conditions 








E left off last month with the 
market of July 10, with prices 
gradually yielding a little but 

on a greatly contracted volume of trade. 
The tendency then seemed to be down- 
ward, but there was little force to the 
movement. 

As shown on the graphic which ap- 
pears with this article, the market came 
almost to a standstill during a period of 
four sessions, from July 11 to 15 in- 
clusive. On none of these four days did 
transactions reach the 100,000 mark. 
Such complete inactivity for several 
days in succession is very unusual. It 
indicated that a condition of balance had 
been reached, from which a new move- 
ment was likely to start. 

It will be noticed that during this 
period of inactivity prices hardened a 
trifle. This fact alone had no particular 
significance, but the gain, slight as it 
was, was achieved in the face of a gen- 
erally bearish news situation. This 
showed more courage on the part of 
holders of stocks than they had been 


manifesting for some time previous. A 
very astute speculator might have con- 
cluded from this that the next move 
would be upward. I wasn’t astute 
enough to see it myself, however, until 
after the move actually started; and in 
fact these trifling indications are always 
in danger of being misleading. 

The deadlock was broken on July 16 
by an advance which had to be consid- 
ered sharp in comparison with recent 
markets, although the actual gain was 
not great. The volume of trade jumped 
up to 300,000 shares—small enough, but 
still triple the business of any of the pre- 
ceding four days. The news on the 16th 
was not especially bullish. There was a 
better feeling abroad, but the Mexican 
situation was then giving considerable 
cause for concern and money was at 
about the highest figures it has reached 
here—six months time money 6% per 
cent., and commercial paper strong at 6 
to 6%. 

This break out of the rut on the up- 
ward side, without any bull news of 
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special importance and in the face of a 
stiff money market, indicated pretty 
plainly that a further advance would fol- 
low. There was, of course, a large short 
interest, as there had been for months, 
and if the market was strong enough to 
start upward without important bull 
news it was pretty sure to be strong 
enough to cause uneasiness on the part 
of some of the shorts. 

From then until July 28 the market 
showed all the characteristics of a slow 
covering movement, with holders stick- 
ing tightly to their stocks throughout. 
The enlargement of business came on 
the advances every time, and practically 
no important selling followed these ad- 
vances. The market simply went up a 
few points, stood still a day or two, and 
then went up a little more. At no time 
was the trading heavy enough to afford 
any opportunity for big interests to take 
profits even supposing they had desired 
to do so. 

On the 28th came the first signs of re- 
action. The business of that day—a 
Monday, when outside orders are gen- 
erally a little larger than on other days 
of the week—was about 275,000 shares, 
as against 375,000 on the preceding ad- 
vance, which had taken place on Friday. 
This showed some dying out of demand 
on the advance, and foretold the reaction 
which occurred during the next five 
sessions. 

Also, it was noticeable that some of 
the leading speculative stocks slipped off 
rather too easily toward the close of the 
session on Monday. The high point on 
Union Pacific was 151, and here is the 
way it was reached: 100, 150%; 300, 
150%; 200, 15034; 500, 150%; 500, 
15054; 100, 150%4; 300, 15054; 200, 
150%; 400, 150%; 100, 15034; 100, 
150% ; 800, 151; 600, 150% ; 400, 150% ; 
500, 15054 ; 100, 15034; 100, 1505¢ ; 500, 
150% ; 100, 15034; 1,000, 150%, etc. 

Reading showed a similar tendency. 
Steel was relatively firm. 

On the reaction, which lasted five days, 


. 
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the feature was the almost complete ab- 
sence of liquidation. There appeared to 
be a little profit-taking on July 30, as 
shown by the slight enlargement of busi- 
ness on the decline, but on the following 
three days business fell off to very small 
limits as prices sagged lower. Practi- 
cally no long stocks came out on the 
decline. 

The reason for this soon appeared. 
Secretary McAdoo was planning to de- 
posit $50,000,000 or more in the banks 
to aid in moving the crops. This re- 
lieved, at least temporarily, fears of 
stringent money conditions. The mar- 
ket responded readily to the stimulus, as 
there was still an important short in- 
terest outstanding. 

The volume of trading increased nota- 
bly on August 5, at a sharp advance in 
prices, and after a few days rest another 
spurt carried the average of fifty stocks 
to a new high level on a volume of over 
500,000 shares, which is large as current 
markets go. 

This is written on the morning of the 
13th, and so far there are no signs that 
the movement is “petering out.” How- 
ever, we now have a big enough trade to 
permit considerable realizing by the big 
interests, if they wish to take advantage 
of the opportunity. Probably another 
reaction will appear soon, and we shall 
then have an opportunity to see how well 
the market will stand declining prices. 

It seems clear to me that the large 
outstanding short interest has so far 
been the principal cause of the advance. 
Investors had absorbed stocks on the de- 
clines until the floating supply had be- 
come small, and when shorts tried to 
cover on advancing prices they found 
themselves in trouble. The money mar- 
ket is a trifle easier, but commercial 
paper is still ruling above 6 per cent. all 
over the country. This doesn’t look 
favorable to a prolonged bull market, 
but it is possible that the bull leaders see 
something ahead that the rest of us don’t 
know about. 
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The Cumulative Effect of Liquidation 


By RICHARD D. WYCKOFF 








O get the idea clearly, suppose 
T there were only ten stocks listed 
on the New York Stock Ex- 
change, each of which was capitalized 
at $1,000,000. The prevailing market 
price of all, we will say, is par, and the 
aggregate market value of all the stocks 
is $10,000,000. We will further assume 
that there are one hundred stockholders 
in each company, and every stockholder 
owns or is carrying on margin 100 
shares. 
One morning the stock of Company A 
begins to decline and during the day’s 
session reaches the low level of 95. The 


shrinkage makes the ten stockholders 
poorer by $50,000, and as a number of 


those who hold Company A also own or 
are carrying Companies D, H, and J, 
their losses compel them to let go a little 
of the latter in order to replenish mar- 
gins. There are no unfavorable develop- 
ments in the other companies’ affairs, 
but these offerings, though small, are 
enough to depress their respective shares 
a point or two. 

Holders of D, H, and J, who, in turn, 
are carrying B, C, and I, noticing the 
decline in the first group, fear that some- 
thing is also wrong with these and other 
stocks, begin to drop 100 shares or so 
here and there, making the market weak 
all around. Finally the shares of all ten 
companies are under pressure. After a 
few days the average decline amounts to 
ten points. Those who were carrying 
stocks on a twenty point margin are 
called for ten points more, resulting in 
further liquidation. Money is hard to 
borrow and bankers look askance at one 
or two of the stocks. These are offered 
down and down, till the very extent of 
the decline makes buyers suspicious and 
the bid price drops to 60 and 50 re- 
spectively. 

The quotations now stand as follows: 


Loss to 


Price. Holders. 


This represents a shrinkage of about 
one-third the original market value. 

Some of the holders are wiped out 
completely, their shares having been sold 
to new people in small lots, but this buy- 
ing is not sufficient to turn the market. 

The decline continues, and the Street 
begins to talk of panic. Business men 
throughout the country are alarmed. 
Trade slows down. Earnings of the ten 
companies fall off. The railroads can’t 
borrow, therefore they curtail expenses 
and lay off men. This hurts the steel 
and equipment companies and they begin 
to shut down. Wages are cut and the 
buying power of the masses is greatly 
reduced. All lines of business now suf- 
fer, and the end of the circle swings 
around and again hits the railroads, 
which have still less freight to carry. 

Earnings are small, dividends are cut 
and prices on the Stock Exchange col- 
lapse in a panic. It is not what a com- 
pany has earned in the past, but what it 
is showing now and likely to show in the 
future months of depression, and more 
important, what is bid for it. 

In one or two days another 30 points 
(on the average) are knocked off and 
quotations for these ten stocks, and the 
shrinkage aggregates over $6,000,000. 
The process which brought prices down 
to the low level is much like that which 
causes the passengers of an upset craft 
to cling to and finally drown each other. 
Everyone pulls his neighbor down— 
from either fear or necessity. It is the 
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law of self-preservation working out in 
the stock market. 

The final turn comes when, in the 
midst of panic, those who have shrewdly 
anticipated such conditions realize that 
these stocks are selling at less than 40 
per cent. of their former value, and that 
in the natural course of events a period 
of prosperity should eventually prevail. 
So they step in and buy outright, not 
only what long holders wish to sell, but 
all that the shorts are offering. Prices 
gradually harden, then the shorts be- 
come frightened. A big rally follows. 

Usually the shorts do not accept their 
defeat at once, but return again in a 
fresh assault on values. This time they 
find still stronger support at a higher 
level and their final retreat means the 
end of the bear market. 

ok * 7 

"THERE are two kinds of liquidation— 

voluntary and involuntary. The 
former takes place when one’s cool judg- 
ment tells him it is the best thing to do. 
But if fear or necessity compels him to 
liquidate, his act is involuntary. I cannot 
think of any other reasons which force 
one to sell, as all those which may be 
presented seem to fall under these two 
heads. 

Judgment may be cultivated and 
highly trained, but fear and necessity 
displace or eliminate judgment. 

Hence it will be seen that the wise 
investor will never place himself in a 
position where fear will take the place of 
reason, or lack of funds cause him to 
drop a stock he would otherwise hold. 

It naturally follows that the more we 

protect ourselves against the ravages of 
' these two enemies of judgment, the 
clearer and less hampered our reasoning 
powers will be. 

The greatest insurance against the two 
undesirables is enjoyed by those who buy 
their stocks outright during a period of 
very low prices. Those who bought at 
the lowest price of the last panic, and 
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locked their stocks away, were never 
justifiably subjected to fear of loss or the 
demand of a margin call. From that 
point of extreme safety we can look out 
over the great sea of emotions experi- 
enced by those who bought higher up and 
sold short while prices were rising. 

On the other side we observe that the 
person who paid the record figure for 
the highest priced stock in the succeed- 
ing bull market, and did so on a margin 
basis, put himself in the position of grea- 
est jeopardy. ° 

The peculiar feature of this fear is 
that it does not usually take hold of a 
person when a stock goes a few points 
against him, but only when the loss be- 
gins to make a hole in his capital. Under 
ordinary circumstances a_ stock is 
cheaper the lower it goes, but fear works 
in inverse ratio and is therefore most 
intense at the lowest point in the decline. 
Protection from fear is usually secured 
by outright purchase, but this is not al- 
ways sO; many an investor with certif- 
icates in his name has resolved to keep 
them “till hell freezes,” only to misjudge 
the temperature of that ordinarily super- 
heated district and sell out because he 
thought it was going to freeze. 

Liquidation of an owned certificate is 
never forced by reason of the low price 
quoted for it, but only when other de- 
mands make it necessary to sell. The 
remedy for this is: Set aside a certain 
capital for your investment or specula- 
tive operations. For the latter purpose 
do not use money the loss of which will 
cripple you. Then, although fear might 
get you, necessity will not. Guard 
yourself further by never létting a loss 
rum more than two or three points, and 
you will place yourself in a position 
where your judgment has unhampered 
sway; then you can conduct your opera- 
tions in the light of reason. To quote 
Dickson G. Watts: “Act so as to keep 
the mind clear, its judgment trust- 
worthy.” 
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Where Every One Has His Say 


[We invite our readers to contribute to this department anything that may be of 


interest to other readers, 
oom, methods of operating, customs of 
you 


your criticisms (space permitting), and we welcome all suggestions. 
appeals to you, we shall 
ever mind the style of 


thing in our pages that especiall 
a line on what you want. 


terary contest—but please write on one side of 
lease enclose stamped and self-addressed envelope. Address, THE 


agazine of Wall Street.] 


reply to questions, 
i FORUM. care of 


or to ask any tT 


estions in regard to the science of invest- 
e markets, general financial conditions, etc. 
ee with us or with any contributors to this magazine, we will gladly print 


If you find any- 

glad to know it, so as to 
our comments—this isn’t a 
per only. If you desire a personal 


Mechanical Methods 


ted manuscript covering a col- 
lection of ideas on speculative 
methods, we wrote him as follows: 
The manuscript contains many val- 
uable points for the beginner, and one 
which might be the basis for an article, 
namely, the difference between watch- 
ing newspapers and the blackboard and 
watching your graphic records. In the 
former case a man loses all perspective. 
We recognize a number of expressions 
from “Studies in Tape Reading” and 
other articles which have appeared in 
the magazine; also a number of me- 
chanical methods we have examined in 
the past. We do not think any of these 
will work out satisfactorily over a long 
eriod, for two reasons: (1) The mar- 
fet is constantly changing in character, 
therefore a method which will work 
today will not work six months or a 
year from now. (2) All mechanical 
methods must be followed mechan- 
ically, and it seems beyond human 
ability to do this, especially at critical 
times, when the success of the whole 
operation hangs in the balance. 


FA “ted manuser having submit- 


_ One of these methods was printed 
in our Magazine, together with a 
graphic showing just how it worked in 
a certain stock at a particular time, 
but those who examined its results in 
other stocks at different times found it 
would often lead to losses. There is a 
man who makes a business of selling 
mechanical methods, which he has in 
great variety, numbered up into the 
hundreds, but we do not know of any- 
one today who is making money by the 
use of a mechanical method, nor do we ' 
believe that anyone will do so perma- 
nently until the stock market stops 
changing its character and the human 
mind becomes a mere machine, devoid 
of emotion. 

Outside of these mechanical ideas, 
there are many good suggestions in the 
manuscript; although it cannot be said 
that the writer has gone into other 
points very deeply. We do not believe 
in the indications on the last page, with 
all due respect to the gentleman who, 
you say, uses them. While they no 
doubt work a great many times, the 
outs will throw you off enough to make 
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it a losing proposition. All these 
things are helps in reading the market, 
but as no two tape indications are alike, 
we do not see how set rules can be ap- 
plied. An assembling of all the facts, 
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a careful weighing of them, and a well- 
considered conclusion beats everything 
in the line of mechanical or “fixed 
rule” trading that has ever been brought 
to our attention. 





Big Changes 





in Wall Street 








EW of us stop to realize the complete 
change in the personnel of Wall Street 
within a few years. The death of J. P. 

Morgan might almost be said to mark the end 
of an era. 

Harriman, Rogers, Keene and Gates pre- 
ceded Morgan by a few years, and Flagler, 
another of the Standard Oil coterie, has fol- 
lowed Morgan. D. O. Mills is another who 
has passed away. Of the big men of a few 
years ago, James J. Hill is practically the 
only one who is still active in business. 
John D. Rockefeller now takes but a limited 
interest in finance, William Rockefeller is an 
invalid, and Andrew Carnegie is amusing 
himself in his last years by promoting his 
various hobbies. 

Geo. F. Baker and Thomas F. Ryan have 
practically retired. James Stillman, perhaps, 
should be counted as still in the ring. Jim 
Patten has probably engineered his last big 
campaign. 

Wall Street is in younger hands and prob- 
ably in better hands. The younger men may 


not have as great individual abilities as those 
who are gone, but the average intelligence 
of Wall Street as a whole is unquestionably 
higher than it was ten or twenty years ago 
and better methods have come into use. 

We still have our David Lamars and our 
Thomas W. Lawsons, but they are very much 
fewer than formerly and have less influence. 
The day of the financial freebooter has un- 
questionably passed. 

It is curious how the fortunes of many of 
these big men were overestimated during 
their lives. D. O. Mills’ estate amounted to 
about $36,000,000—not more than half what 
had been supposed. When Hawley died he 
was supposed to be worth perhaps $50,000,000, 
but was found to have only $3,000,000. Keene 
died worth less than $5,000,000. Gates died 
worth perhaps $10,000,000, although he had 
been estimated at four times that figure. 
Morgan was probably worth nearly $100,000,- 

His fortune suffered less shrinkage 
than most. John R. Walsh of Chicago, 
counted as worth $15,000,000 at one time, had 
practically nothing left when he died. 








The Fear of “Losing the Chance” 





EAR is always a paralyzing influence, no 
matter when or where it is felt, and 
probably there is no line of business in 

which it contributes more toward lack of suc- 
cess than in the stock market. The investor 
has need of all the strong qualities of mind 
and if he has weaknesses he will have to 
overcome them before he can make a perma- 
nent success. 

Everybody understands and guards against 
the influence of fear in a time of panic, or 
when an investment in seen to be running 
into a considerable loss. But there is another 
way in which fear works more insidiously 
and often without being recognized, and that 
is when the trader begins to be afraid that 
~ will “get left” or lose the opportunity to 
uy. 

You often hear an investor say something 
like this: “Oh, I suppose the market will go 


lower, but I believe conditions will soon be- 
come more bullish now, and I want to keep a 
few stocks on hand.” 

This state of mind almost always results 
in buying too soon and seeing a big loss be- 
fore a profit is obtained. Obviously the time 
to buy is when you can say, “I believe prices 
are on the bottom,” or “I believe we have 
seen the bottom and are now on the up- 
grade.” And this is not changed by the fact 
that you cannot discern the exact bottom. 
You want to use your best judgment, even 
though the chances of your catching the exact 
turn are naturally small. 

All traders and investors have the experi- 
ence of worrying for several days for fear 
they will fail to buy stocks before they go 
up, and then finding that if they had. waited, 
they would have had ample opportunity to 
buy several points lower. 
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The belief that stocks are a purchase 
usually grows gradually in the mind. First 
the investor says, “It seems to me they are 
getting about low enough.” A little later he 
reaches the point where he says, “I don’t 
believe they can go much lower.” Still later 
he says, “I believe we are on the bottom,” or 
“I think the market has turned.” 

If he allows the fear of losing the oppor- 


A Sold Out Bull. 


I had pretty tough luck in the market this 
year. Made a few thousand in 1912 but got 
wrong on some outside things and lost half 
of it. Now I am suffering from cold feet. 
I believed prices were at their lowest in June 
and have been bullish ever since, but I can’t 
get myself worked up to the point of giving 
an order. A relative of mine lost all his 
capital in California Petroleum and what 
money I have now is about all there is in 
the family. I feel like a man who wants to 
light a fire but is afraid to use his last match. 
If prices were about ten points higher I am 
sure I would have the courage to sell them 
short. What do you suggest?—S. B. 

Don’t strike your last match. If it should go 
out your feet would be frost-bitten. Wait till 
your courage returns. There’s no hurry. The 
market will be there when you are again 
anxious to trade. “Loss of nerve” is a very 
common disease. 

We wouldn’t plan any short campaigns so 
far ahead. If this proves to be a bull market 
there will be little money on the short side 
for awhile. 





A Question of Interest. 


I have had an argument with my broker 
regarding a transaction, and would like your 
opinion. Some time ago I sold 200 Pennsyl- 
vania short and a little later bought in 40 
shares, intending to buy more on a scale down. 
The market rallied and I didn’t buy any more, 
but when I got my statement at the end of 
July I found that I was not allowed interest 
on the 40 shares. Of course, I was not credited 
interest on the 200 short, but when I covered 
40 shares my net short was 160. I claim he 
should treat this 40 shares as an offset to 
part of the 200; but he says they are two 
transactions because he is borrowing 200 
shares delivered against my short and can’t 
split up and return 40. So he wants me to 
pay interest on 40 shares and allow me nothing 
on the 200. Who is right?—C. T. 

The usual custom among brokerage houses 
is to consider the 200 shares partly covered 
when 40 is bought, and to make the allowance 
you request, but the broker is agent for the 
client in the transaction and has the right to 
say whether he can or cannot—according to 
the way he chooses to handle the certificates. 


The Bargain Indicator. 
I beg to make the following pepuections in 
ri 





re to the “Bargain Indicator”: 
Print for the current year from June 30 
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tunity to induce him to buy at the first of these 
three stages, he will buy too high in nine 
cases out of ten. His attitude should be one 
of aloofness, so to speak. He buys when the 
market looks right, not when he thinks it is 
soon going to look right. 

His judgment should be in a state of balance, 
and this condition is disturbed by any intru- 
sion of the feeling that the chance may get 
away from him. 


in the “Railroads” the rate earned or indicated 
as being earned from the monthly earnings 
statements—this figure to constantly be the 
average of the total months elapsed to date. 
This will be slightly different for the twelfth 
month than what the annual report would 
show, but it is better than no figure at all, as 
at present. 

The “earnings last fiscal year on present 
price” could then be revised to date.—C. O. E. 





In the earlier years of this publication, the 
Bargain Indicator was compiled on a basis 
similar to what you recommend. It was 
changed to the present form in March, 1911. 
You will find the reasons for the change fully 
explained in Vol. 7, pages 166 and 215. 

In a word, the objections to the plan you 
suggest are as follows: 

(1) An average of any number of months 
less than a full year would be misleading, be- 
cause of the great seasonal variations in rail- 
road earnings. Some roads earn their entire 
dividends during a few months in the fall when 
the crops are moving, while in some other 
months they may fail to earn expenses. 

(2) Even if an average is taken of the 
twelve latest months, regardless of the fiscal 
year, this will not give a correct idea of the 
actual position of the road im many cases. 
Bond issues, extraordinary expenses, changes 
in bookkeeping, and many other factors enter 
into the per cent. shown on the stock in the 
annual report. 

(3) As net monthly earnings are not usually 
reported until the second month after the 
month in which they were made, an average 
of the twelve latest months would always rep- 
resent conditions about eight months old. 
Great changes in business conditions may have 
taken place during the eight months. 

(4) It is impossible to judge the value of 
a stock from its earnings during a single 
year. Read the note at the beginning of the 
Bargain Indicator. 

For the above reasons as well as others, we 
give current earnings in a separate table, in 
which we also include the capitalization of 
the road so that the gain or loss in per cent 
earned on the stock can be quickly figured by 
any one who may wish to do it. 

timates of per cent. earned during the 
current year are also frequently given in the 
Investment ‘Digest. It is true these estimates 
cannot be accepted as absolutely accurate, 
but, as a rule, they will give a better idea of 
conditions than a mere average of monthly 


arnings. ; 
We are glad to-explain our reasons for not 
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adopting your suggestion. Our Bargain Indi- 
cator is one of the most popular and useful 
features of the magazine, but it would be not 
only useless but frequently misleading to at- 
tempt to make it do something that, in the 
nature of the case, can’t be done accurately. 
Our effort is to make it show facts. 

We desire to thank you for your sugges- 
tion. Several times our readers have made 
recommendations in regard to the Bargain 
Indicator and other departments which we 
have found very useful and have promptly 
adopted. 


Denver & Rio Grande. 

I should be greatly obliged to you if you 
will state why earnings of Denver & Rio 
Grande fell off so much in 1911 and 1912. 
What are the prospects as regards the divi- 
dend on preferred?—T. L. G. 

This road is finding the financing of Western 
Pacific a severe burden. Ultimately the situa- 
tion vill come out all right, but in the mean- 
time, it is a severe drain upon the company’s 
resources. This partly accounts for the show- 
ing made in the past to which yon refer. 
Heavy floods and extraordinary expenditures, 
incident to betterment, make up the rest of 
the unfavorable comparisons. 

The latest statements from the road ,show 
much better returns, both as to gross and net, 
than heretofore. The official returns for the 
fiscal year, dated June 30 last, will make a 
favorable comparison with the previous year. 


A Strong Day. 

Will you kindly state what you regard as 
a strong day in the net change of the twenty 
= ewe in the Wall Street Journal? 

An advance in the barometrical averages of 
20 rails amounting to one-half point in a day’s 
trading would be regarded as a strong day 
on the Exchange. This would, of course, mean 
a much larger adyance in the leaders. For 
instance, an advance in the averages of the 
20 rails of one point and a half, would rep- 
resent about three points in the leaders. 


Tape Reading. 

I have been very much interested in your 
publication on tape reading and now am 
taking this liberty of asking you for real 
personal information that would mean very, 
very much to me. Should a person devoting 
several years to the daily careful study of the 
tape become competent to secure profitable 
results? If you feel that it is possible, in 
what way would zo suggest to begin? 

It might be well to add that I am a young 
man with absolutely no one depending upon 
me and for years have tried in various ways 
to make a profit through the medium of the 
market. I do not want to devote years to 
this tape study if in real truth there is but 
very, very little chance, and I feel that you 


are in a a ey to enlighten me to great 
advantage—T. R. L. 
Many communications of this kind come to 


us, it being the common impression that 
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mastery of the complexities of the stock mar- 
ket is rarely attained. Such is not the case. 

There are thousands of people in this 
country and elsewhere who are making money 
by anticipating the fluctuations and by shrewd 
investment operations. All of these, we might 
say, have worked out methods peculiarly their 
own, being the net result of their past ex- 
perience, particularly their mistakes. 

You say that for years you have tried to 
make a profit through the market. This implies 
that you have not been successful. The rea- 
son is you have not gone about it right. We 
can probably tell you what some of your mis- 
takes have been, because we have not only 
been through the kindergarten ourselves but 
have observed the mistakes of many others. 

You probably began by buying something 
because somebody said it was going up. 
you had followed that information to its source .- 
you might have found that it emanated from 
a tipster’s dollar-a-month letter or from some 
broker or outsider who thought he knew. You 
probably followed other tips and after losing 
several times you made up your mind you 
would figure things out for yourself. So you 
read the newspapers and market literature 
and were finally attracted to some stock which 
was having a great boom to the tune of much 
newspaper talk. You asked your broker and 
he agreed that the stock was a good purchase. 
So you bought at what turned out to be a 
high price and finally took a big loss. 

These experiences, with many variations, 
happen to almost everyone who tries to learn 
by working from the top down, instead of 
beginning at the foundations. 

One of our subscribers has been sending us, 
every day or two, his written opinions of the 

market. He writes like an old timer at the 
business. We were surprised to learn that 
while this man was practically a novice at 
trading for himself, he spent some years in 
a close study of the market before he made 
his first trade. Not one man in a thousand 
does this. They trade first and in a short 
while have their fingers burnt so badly that 
they give it up. Ask a number of your friends 
whether they have ever dealt in stocks and 
they will say “Yes, but I lost money—there’s 
nothing in it.” But ask them whether they 
have studied mt subject in a thorough and 
systematic way and not one will say that he 
has. 

In any business or profession a man must 
know or he cannot succeed. Did you ever 
stop to think that real—not temporary—success 
is not generally attained until one has followed 
a certain line for a long while, through many 
ups and downs? It takes time. And have you 
also noticed that many. of those who pursue 
a certain calling drop out because they finally 
find themselves poorly adapted to it? We 
mention this in order to make clear that the 
principles of success in stock trading are the 
same as in any other business or a 
Success is in the man, or it isn’t. It can’t be 
rubbed into his pores nor taken internally. 

If you are bound to succeed in this, or any- 
thing else, you will find the way, concentrate 
on it and keep eternally at it. If it is in you 
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you will find it out after a few years of real 
effort in which time you will have evolved 
a way that is distinctly your own because it is 
suited to your personality. 

You will have good and bad days, months 
and years after you begin to operate. But we 
advise you to spend a very considerable time 
in studying your past mistakes, unlearning old 
habits and getting a basis knowledge on which 
you can finally erect a substantial structure. 

As to the practical way in which you had 
better go about this, your first step should 
be to secure all the past issues of THe Maca- 
ZINE OF WALL Street. These, you will find, 
contain more information of the kind you want 
than any other set of books in the world, be- 
cause the matter contained therein was col- 
lected and selected for the people who are 
doing just what you are—trying to work out 
a permanently successful way of trading or 
investing. ; 

If you wish us to give you the benefit of 
our experience by pointing out how you can 
or cannot probably succeed, we shall be glad 
to go into the matter thoroughly with you 
at a personal interview, if you can come down 
to New York or to explain by correspondence. 
The personal interview would be the best, but 
if you cannot get down to New York, write us 
a complete record of your past work, especially 
why you made each trade, as far as you can 
recoliect, and what line of market study you 
have already followed. We should be obliged 
to make a charge for going into the matter 
at length, showing you the things to avoid 
and the short cuts to where you want to get, 
but it will save you many times the cost in 
time, labor and losses. 





Copper Statistics. 

Can you give me the name of a publica- 
tion which supplies metal statistics? I am 
interested in ge pene ee and de- 
sire to keep as well posted in the affairs of 
the ag od as possible. What is your opinion 
as to the outlook of the copper trade and 
future prices of the stock?—H. M. 

We believe the Engineering & Mining 
Journal is the most comprehensive of the pub- 
lications covering metal statistics. It goes very 
fully into detail and believe you will find it 
furnishes all the information you would 
naturally seek. It may be ordered through 
our beak department, if you desire. The sub- 
scription rate is $5 per year. 

For your information, we give the relative 
earnings per share of Amalgamated at various 
prices for copper: 


inna hae ade'ee tan 3.71 
DN. .ccibedivvkdankel §.02 
Go. Wace su ecaeee 6.35 
PPG caas% v ncebedes cet $ 7.66 
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EE TT $ 8.92 
_ i RS ete $10.25 


By keeping the above table in mind, and 
watching the market quotations you can see 
how far earnings are likely to meet present 
dividend requirements. 





Investment Bankers’ Convention 


HE second annual convention of the 
Investment Bankers’ Association of 
America, it is announced, will be held on 
October 28, 29 and 30 next, at the Black- 
stone Hotel, Chicago. This will be the 
largest gathering of investment bankers 
ever held, and representatives from about 
five hundred of the leading investment 
banking houses in the United States and 
Canada will attend. 

Unusual interest attaches to the coming 
convention inasmuch as the Investment 
Bankers’ Association will have ended the 
first year of its existence. The association 
completed its organization in New York 
City a year ago and has already become 
well known in America and Europe. Its 
prime purpose of organization is the better- 
ment of investment banking conditions, 
with particular attention to these as they 
exist in the various States. Its recent ac- 
tivitiés have been along legislative and edu- 
cational lines with relation to currency and 
banking questions, the proposed income tax 
law and the so-called “Blue Sky” legisla- 
tion which has become so prominent a feat- 
ure in State legislative programmes during 
the past year or two. 


Book Review 


Investor’s Blue Book for 1913. Edited by 
Geo.. J. Holmes, assisted by the “Investor’s 
Chronicle” staff. (London, Chronicle Offi- 
ces.) Cloth, 319 pages, size 9 x 10. For 
sale by Ticker Publishing Company. Price 
$1.50 postpaid. 

This is the tenth year of this very useful 
compilation. Over a thousand companies are 
listed, mostly foreign, but including some of 
the principal American corporations. Under 
each company a great deal of information is 
condensed .into small space, covering capital 
ization in full, commeet features of balance 
sheet, income account for several years, div- 
idends if any, character and condition of busi- 
ness, prices of securities during preceding 
year, etc. 

To the above statistical information is added 
an “Opinion,” in regard to the attractiveness 
of the company’s securitjes, prospects, etc. 

A very comprehensive ‘manual, useful to «fl 
who are interested in foreign securities. 


























The Iron and Steel Situation 








F any change is to be noted in the iron 
and steel trade throughout the United 
States it is slight. Until a few days in 

fact this change might have been said as 
being clearly for the better. But over the 
past few days nothing worse than dullness 
has been the condition. In a broad way 
here is the condition in this business: 


(1) Improved sentiment among the sellers 
of steel as contrasted with the pessimism 
reigning a month ago. The better feeling 
is attributable in no small measure to the 
fact that money conditions throughout the 
country have eased somewhat which has 
been felt in this trade. Furthermore be- 
cause conditions did not get worse a slight 
current of optimism has been induced. The 
“better feeling,” as it is called, is also based 
upon the fact that quite a few buyers of 
steel products have been urgent to get their 
goods. The improved sentiment seems to 
be confined largely to the steel selling peo- 
ple, not much of it having found its way 
among the steel buyers. These people are 
still holding off wherever possible, expect- 
ing to get lower prices in many things. 

(2) Slightly Increased Flow of Orders. A 
better condition as to new orders existed 
in July and early August. Steel Corpora- 
tion figures reflected this. Its unfilled orders 
for July showed a smaller decrease from 
the month previous. Orders of the corpora- 
tion in the first fifteen days of August 
showed 500 tons a day increase over the 
average July rate which in turn was greater 
than the June rate. 

(3) Falling Off in Pig Iron Production. 
The fact that a rather sharp falling off in 
pig iron production occurred in July, which 
ran into August, raised the question among 
steel people and observers of the trade 
whether that did not serve as an index of 
slowing down in consumption of iron and 
steel. In February the country was pro- 
ducing at the rate of 34,000,000 tons per 
year. The July rate of 30,500,000 repre- 
sented a decline of about 10 per cent. in six 
months. The low prices prevailing for so 
long a time were a factor in keeping up 
business, some people buying for a con- 
siderable time ahead. Now that prices are 
up a little there is a reaction in buying. 
Then again summer conditions have oper- 
ated to reduce the output of pig iron. If 
there is a big buying movement in steel 
later in the year there will be a correspond- 
ing movement in pig iron production. Up 
to this time, however, what pig iron has 
done is no evidence of unsound conditions. 
It reflects only the technical situation in 
that commodity. 

(4) Production of Steel Keeping Up. Not- 
withstanding the summer season, production 
of steel throughout the coutnry is running 


almost at capacity. July shipments by the 
Steel Corporation ran around 90 per cent. 
of capacity against 93 per cent. in June and 
95 per cent. in May. August will be high 
also. Business of all other steel mills corre- 
sponds. The slight reduction is part of the 
regular summer programme. There would 
probably have been a further reduction in 
output if orders on hand were not so great 
as to give the mills work for several months 
ahead, to say nothing of the situation were 
a strong buying movement to set in. The 
strength of the iron and steel situation is 
in the fact that the mills are working at 
or near capacity and the material is 
being consumed as rapidly as shipped. 


The question in the minds of manufac- 
turers is, how long will the market hold 
off, and if a new rush of buying comes 
along, how intense will it be? The fact 
that there has been what steel men call a 
vacuum of buying for so long a time makes 
many believe that there has been developed 
a large potential demand which will form 
the basis of the next big movement in the 
steel business. They are awaiting settle- 
ment of some of the public questions that 
are before the country. They feel that a 
good deal of the pessimistic sentiment is 
gone, and that with the advent of autumn 
some new interest will be manifest. Were 
there no great buying movement to set 
in the business now booked and the smaller 
new orders to come in indicate that the 
mills can run practically full for the balance 
of the year. 

On the assumption that the steel industry 
of the country is undersized, the steel mills 
do not need a great revival in business to 
keep them going at a normal rate. All they 
need is a steady flow of orders not much 
greater than at present. A heavy rush of 
orders in the near future would create some- 
thing of a famine. It is interesting to 
note the stages through which the steel 
business has gone in the past few months: 

Late months of 1912—Contracts and spe- 
cifications were double shipments. 

January to April, 1913—Contracts lighter 
than shipments; specifications about equal 
to shipments. 

April to middle June—Contracts one- 
half shipments; specifications two-thirds to 
three-quarters shipments. 

Middle of June to date—Contracts and 
specifications very light, very much less 
than shipments. 

The peculiar aspect about the steel busi- 
ness at the moment is that there never was 
a summer when shipments did not decrease 
more than they have this summer, and yet 
all this while new business has been so 
very slow in coming in. 

Every indication is to the effect that the 
steel business will be in a healthy condition 





408 


for a long time and especially for the next 
two or three months. It looks like a pro- 
longed period of normal business, which, 
of course, is the kind most desired. A little 
price cutting that is going on while this is 
being written is no serious factor in the 
trade. It is hardly more than an effort to 
get business in a few lines of products in 
which the orders have run out or are thin. 

There is a feeling in the trade among the 
best informed that the reduction of prices 
on quite a few finished products is not 
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unhealthy. They believe that under the slow 
movement of incoming orders it can do no 
great harm to meet the buyers on matters 
of prices. Of course, if this should extend 
through the long list of steel products the 
result would be seen in the earnings of the 
next few months. This phase will be 
watched with interest. The next few weeks 
should show whether there is to be a slash- 
ing of prices to get the orders running strong 
or whether the big buying will come in with- 
out that expedient. 





AVERAGE OF 50 RAILROAD 
AND INDUSTRIAL STOCKS 


AVERAGE OF FIFTY STOCKS 


NOTE.—In place of the Figure Chart, which we have previously published each 
month to show the general movements of the stock market, we have substituted this month 
the above diagram, which gives monthly high and low of the New York Times aver- 


age of fifty stocks, twenty-five rails and twenty-five industrials. 


We believe this will 


give a better “bird’s-eye view” of the course of the market, as it shows the element 


of time, which is not shown by the Figure Chart. 
entire time during which they have been compiled. 


The averages are given for the 
For earlier years the reader is 


referred to the graphic in “The Market Outlook,” which shows the general course of 


railroad stocks since 1902. 











Essential Statistics Boiled Down 





HE figures below give a complete | comparisons 
view of the financial and industrial 


Situation, with the best available 


¥ 


for the 


(or nearest month obtainable) 
the four preceding years. 


corresponding month 


in each of 





Average Average Per Cent. Per Cent. 


Money Money Cashto Loansto 

Rate Rate Deposits, Deposits, 

Prime European New York New York 
Commer- Banks Clearing- Clearing- 
cial Paper house house 
New York. Banks. Banks. 
25.8 99.2 
25.6 
27.7 
26.2 
26.8 
29.1 
26.6 


4% 
4% 
4% 
34 
344 
3% 
3 


August, 
July, 
June, 
August, 

19 


8 


5% 
5% 
4% 
534 
43% 


RESSS 
G0 tiny indo 


Bank 
Clearings 
of U. S. 
Excluding 
N. Y. City. 
(000 omitted) 
$6,190,762 
5,939,873 
6,024,708 
5,553,439 
5,434,185 
5,149,321 


New Securi- 
ties Listed 
N. Y. Stock Clearings 
Exchange of U.S. 
(000 omitted) (000 omitted) 


Bank 


$13,535,682 
13,693,384 
13,945,790 
13,069,255 
13,312,852 
13,469,063 


July, 1913 
June, 1913 


Per Cent. Per Cent. Money in 


Cashto Loans to Circulation 
Deposits, Deposits, Per Capita 


All 
Banks. 


15.3 

16.2* 
17.3* 
15.5* 
18.1* 


Balance of 
Gold 
Movements 
—Imports or 
Exports. 
(000 omitted) 


Im. $2,817 
Ex. . 3,516 
Im. 416 
Im. 9,454 
Ex. 13,391 


All 
National National 
Banks. 


First of 
Month. 


103.5 

102.5* 
102.8* 
103.2* 
103.3* 


Balance of 
Trade 
Imps. or 
Exports 
(000 omitted) 


Im. 3,155 





Produc’n 
of Iron 
(Tons.) 

(000 o’td.) 


Bradst’s 
Index of Index of 
Commod- Commod- 
ity Pes. ity Pes. 
2,689 
2,669 
2,694 
2,746 
2,492 
2,386 
2,256 


English Whaole- 
sale 
Price of 


Pig Iron. ( 


August, 19 
July, 9 
June, 
August, 

a 1 


13 . 
13 2,560 
2,628 
2,410* 
1,793* 
2,148* 
2,103* 
*July. 


tJ une. 


Price 
of 
Copper. 
Cents.) 
15.7 
14.5 
14.9 
17.5 
12.4 
12.5 
13.0 


138, 
121 
137 
112 
118 


118,000* 


U.S. Produc- U.S Stl 
tion of Cop- Co. Unfill. 
per (Lbs.) Tonnage. 
(000 o’td.) (000 o’td.) 


5,399 
5,807 
5,957* 
3,584* 
3,970* 
4,058t 


,000 
:000 
000* 
‘000* 
(000* 





Crop Conditions. 
oes 





DS 


Business 
Failures 
Total 
Liabilities. 


Net 
Surplus 
of Idle 
Cars. 
58,455 
63,704 


Building 
Operations, 
Twenty 
Cities. 


Winter 
Wheat. 


Sp 


$37,775,297 81.6 
17,392,469 83.5 
14,815,882* RE 
10,760,821* 
15,416,767* 


8,934,469* 


$48,978,095 
48,261,154* 
49,924,880* 
43,314,816* 
688,000* 


,’ 


5 
9 


Wheat. 
74.1 
738 
93.5 
90.4 


61.0 


ring 


758 
86.9 
80.0 
69.6 


79.3 
84.4 


98 
1.6 


Corn. Cotton. 


— 
Babson’s 
Average 

10 Lead- 

ing R. R. 

Bonds. 

<se 92.2 

79.6 91.3 

81.8 














The Situation Summarized 








[While an attempt is here made to divide the important factors into favorable and 
unfavorable, this classification is for convenience only. It should be fully recognized 
that the same factor may have a bullish effect in one direction and bearish in another, 
or may be bullish in its immediate influence, but containing dangerous possibilities for 
the future. Also, it would be impossible to strike a balance in this way, as one bullish 
factor might be so important as to outweigh all bearish considerations, or vice versa.] 


Favorable 


ONTINUED ease of call money is 
naturally very helpful to the stock 
market, as it enables holders of 

stocks to carry them at low cost. Of 
course, the liberal reserves of New York 
banks are the basis of this ease in the call 
rate. 


Slight shading of rates on time money 
and commercial paper. As yet the change 
is not important, but at least the interest 
rate is now moving in the right direction. 
Commercial paper is still surprisingly firm. 


The signing of the Peace of Bucharest, 
ending the conflict among the Balkan 
States, is the most cheering piece of for- 
eign news we have had for some time. 
Position of Turkey still unsettled. 

Deposit of $50,000,000 Treasury cash in 
country banks to assist in crop moving has 
had a good deal to do with improving pub- 
lic sentiment, and is operating to lessen de- 
mands on reserve cities. 


Buil up of gold reserves at London, 
Paris and Berlin has materially strength- 
ened the position of foreign banks. Possi- 
bly there is another side to this—see 
opposite column. 


Successful underwriting of Southern Pa- 
cific stock sold by Union Pacific clears up 
one complication which has embarrassed 
the markets for some time past. The 
whole muddle is now straightened out, but 
Government proposes to bring suit to sep- 
arate Central Pacific from Southern. 

Business men in general are certainly 
optimistic, in spite of some falling off in 
bank clearings. Reported that number of 
buyers in New York is now largest ever 
known. 

Annual reports of both railroads and in- 
dustrials coming out this summer have 
shown excellent profits in nearly all cases. 
Good quarterly report of Steel Corporation 
was especially influential. 

Copper metal still strong, with small 
supplies on hand, though some falling off 
in demand is noticeable. Production re- 
duced by Lake Superior strike. 

Strikes settled in West Virginia and at 
Paterson. Some other troubles still pend- 
ing, but labor in general is well employed. 


Unfavorable 


NORMOUS destruction of capital in 
the Balkan War is doubtless the most 
fundamental of the unfavorable fea- 

tures—estimated at $1,000,000,000 or more. 
Most of the permanent financing of this 
loss remains to be done. 

The Turks are back in Adrianople in 
heavy force, and apparently intend to stay 
there. The Powers don’t seem to have 
solved this question yet. 

Continued hoarding of gold by English 
and German banks, together with main- 
tenance of high discount rates, looks as if 
they feared further trouble. (However, 
this has a bullish side also.) 

The timidity of capital scarcely seems 
abated in any important degree. Difficult to 
place large bond issues, even at low prices. 

American crops will be below the aver- 
age. Wheat crop large, but practically 
everything else small. Corn badly damaged. 

Slow progress of legislation on such im- 
portant matters as tariff and currency is 
discouraging. Naturally, most business 
men are buying from hand to mouth, which 
is not an economical way of doing business. 

President Wilson’s trust policy will be 
announced at the December session of 
Congress. In view of the importance of big 
business combinations in our business life, 
it is probable that this will have great ef- 
fect. Judging from the general attitude of 
the administration, this policy is not likely 
to be favorable to big business. 

Attorney-General McReynolds is investi- 
gating the anthracite coal situation prepara- 
tory to a suit against the Reading road. 

Bank clearings outside New York are 
showing some filing off in general busi- 
ness, not as yet very important. 

The steel situation is unsatisfactory— 
mills busy on old orders, but new business 
slow, with some price-cutting. Unfilled 
orders growing less from month to month. 

ess of real estate is notable. This 
applies to both city and country. Prices 
are still firmly held, but buyers are few. 
ilroad earnings will be reduced by the 
Commerce Commission’s ruling on express 
rates, also by extension of parcels post. 

Mexican situation still making a stench 

at our back door. 














The Market Outlook 


Some of the Factors Beneath the Surface of Current Events 
By G. C. SELDEN 





of railway stocks had rallied a shade 

over 30 per cent. of the long decline 
which began in October, 1912, and reached 
its lowest figures in June of this year. 

The natural question is: Is this the be- 
ginning of a new bull market or is it merely 
the first considerable rally in an oversold 
market? 


What the Graphic Shows. The graphic 
shown below is included on this page every 
month because excess deposits have proved, 
for the last twenty years or more, the best 
single “barometer” of the broad swings of 
the market. 

An accumulation of surplus reserves alone 
is often enough to permit some gain in prices, 
if other conditions are not unfavorable. But 
as will quickly be seen from an examination 
of the diagram, it has never proved possible 
to inaugurate a bull market without the aid 
of a liberal excess of deposits over loans. 


Of course I don’t mean by this statement 


A T the close on Aug. 13, the average 


+100 
+90 
+80 
+70 
+60 
+50 


that there is any magic power in an excess 
of deposits over loans in New York banks 
that will of itself produce a bull market; 
but excess deposits have so far proved the 
best index to the conditions which result in 
a bull market. 

Looking at the matter from this stand- 
point, no bull market is yet in sight. A 
prolonged rally in prices, or a moderate ad- 
vance, may result from any one of several 
causes; but a real bull market can result 
from only one cause—a liberal supply of 
capital for investment. And whenever we 
have such a supply of capital, a liberal ex- 
cess of deposits over loans will be seen in 
New York banks. 

What the Graphic Does Not Show. It is 
just as important for the investor to realize 
the limitations of his knowledge as it is for 
him to be sure of what he knows. Accord- 
ingly we should note that the deposit-loan 
graphic does not enable us to predict that 
new low prices will be made for stocks, 
below those touched in June. 


Norz.—The above re hic shows (in millions of dollars) the general course of the excess — 


and surplus reserves, o 


- a ae 
¢ upper zero line resents equali 
equal to 25% of repr a 
— 

ing for Profit.” 


York clearinghouse ba 
movements of ~~ cohwey stocks from 1902 to date. 
lines for surplus reserves and for the stock market are not thus modified. 
of loans and deposits. ‘The second zero line represents reserves 

The principles on which the graphic is based an 
it are ful ily “explained in the March and April, 


nks (leaving out the trust companies), and the 


The line for excess deposits has been adjusted 


d the exact method of con- 
1913, issues of this magazine in articles entitled 
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For example, following the panic of 1903 
the big accumulation of excess deposits 
came in January, 1904. In the mean time 
stocks had rallied from panic prices. Nearly 
all this rally was lost before the real bull 
market began—but prices did not again go 
as low as they had gone in 1903. 

The same thing happened in 1907. The 
movement of the excess deposit line first 
definitely showed us the turn in January, 
1908. Stocks had rallied sharply by that 
date, but the secondary liquidation of Feb- 
ruary caused them to lose two-thirds of 
their advance. From that point on, the 
advance was fairly continuous. 

As yet we have had nothing that could 
be called a panic in 1913, but we have had 
a prolonged period of liquidation. If we 
should now have a big accumulation of 
capital (as a result, let us suppose, of a 
release of European hoarded gold and gen- 
eral dullness of business all over the world), 
this would be shown by an excess of de- 
posits in New York banks and a bull market 
might result without any further decline of 
a prices below the low point of June 
ast. 

For a working hypothesis, I am accus- 
tomed to assume that prices will tend down- 
ward or remain on a fairly stationary plane 
(interrupted, of course, by normal rallies) 
until such a piling up of idle capital is 
visible as will permit a bull market. 

McAdoo to the Rescue. Secretary Mc- 
Adoo has done a very popular thing by 


arranging to deposit $50,000,000 cash with 


Western and Southern banks. Newspaper 
comment throughout the country is scarcely 
less than exultant at the way in which the 
secretary has outwitted Wall Street and 
placed this big sum of money directly at 
the service of the farmer and business man. 
The fact is overlooked that the money will 
at once flow to whatever point will pay 
the best interest on it, Wall Street or else- 
where. 

There is no good reason, certainly, why 
the Government should keep this cash 
locked in vaults permanently when it could 
be used to advantage by the banks. There 
are, however, two grave objections to the 
way the secretary has handled the matter. 

The first is that he made his announce- 
ment of relief early in August, at a time 
when relief was not especially needed. This 
may lead to a premature over-confidence on 
the parts of banks and business men in 
the sections affected, so that their expanded 
operations may soak up the $50,000,000 like 
a sponge, leaving them as badly in need 
of money as before and ready, like Oliver 
Twist, to call for more. For $50,000,000 is 
not a great deal when spread over a country 
where clearinghouse exchanges average about 
$500,000,000 a day. 

The second danger is that the secretary, 
having fired his gun, might find his ammuni- 
tion exhausted in case a really serious 
stringency should develop later in the sea- 
son when crop-moving is fairly under way. 
And it is undeniable that whatever business 
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expansion results from his August an- 
nouncement will increase the possibilities 
of an autumn stringency. 

A Year of Stress in Europe. Early in 
July British Consols, German Imperial 3s 
and French Rentes all made new low rec- 
ords. They have since then rallied, but 
have so far shown little real strength. The 
English bank rate has been held at 4% 
since April 17 (when it was reduced from 
5)—the highest rate for the season for at 
least forty years. The German official dis- 
count rate has remained at 6 per cent. right 
through the summer, a condition practically 
unprecedented. Holland raised its official 
bank rate to 5, and Denmark and Italy to 
6 per cent. about July 1, and those rates 
have been maintained since. 

At the same time, London, Paris and 
Berlin are all accumulating gold. We are 
told that “the shortage of gold in Germany 
is rapidly assuming the proportions of a 
crisis” because of Government absorption, 
and that the Imperial and Prussian admin- 
istrative departments have been requested to 
retain all gold they receive, paying out only 
paper money. 

There is only one interpretation to be 
put on these acts—European bankers fear 
a crisis, economic or political or both. The 
extensive preparations they have made for 
it may have the result of warding off the 
crisis, or of softening it into nothing worse 
than trade depression; but one cannot avoid 
the conclusion that the skies are yet far 
from clear across the water. 

The Bond Market. Comparatively few 
investors seem to be heeding the advice so 
universally given to buy bonds at these 
prices. The rally in bond prices has been 
trifling—less in proportion than in stocks— 
and the demand has shown @ tendency to 
flatten out on the advance. 

In spite of all the recent optimistic talk 
by prominent men, there is an undercur- 
rent of apprehension as to the future. 
Nothing shows this plainer than the unusual 
difference between call and six months 
money—2% for call and 534 for six months. 
Commercial paper is practically 4 per cent. 
higher than call money. I doubt if another 
August could be raked up in our history 
that would show any such difference. 

The Crop Prospect. Damage to corn has 
been severe. The full shortage is roughly 
estimated at 600,000,000 bushels or more, as 
compared with last year. Other shortages 
are given by the Government as 400,000,000 
bu. for oats, 80,000,000 bu. for potatoes, 
50,000,000 bu. barley, 70,000,000 Ibs. of to- 
bacco, and 8,000,000 tons of hay. The wheat 
crop will probably equal last year, and is 
a big one. Our crops ought to increase 
with population, in order to prevent a still 
higher cost of living, but they will not move 
in that direction this year. 

At current prices, wheat, corn and oats 
would show a loss of some $350,000,000 
from last year; but, of course, this fails 
to take account of the increased cost to 
consumers resulting from higher prices. 








